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BUSINESS 
INDICATOR 


Business continues better. Developments of the week seem 
favorable. The world is less nervous about Herr Hitler. The 
bold Administration plan for stimulating industry emerges. 
Fundamental indicators hold the gains of recent weeks, in some 
cases advance. . . . It will take time for the full implications 
of the industrial recovery bill to be realized; obviously there are 
knotty problems to be worked out in detail. It is momentous 
legislation, perhaps marks the beginning of a new era. But 
business regards it on the whole with high hopes. . . . Steel is 
being closely watched as a barometer these days and its con- 
tinued expansion has brought good cheer to more than one 
market. Miscellaneous buying is still broadening. Motor con- 
sumption is slowing up a bit until manufacturers can convince 
themselves that the strength in retail sales will not peter out. 
Support from a federally-fostered public works program and 
from the long dormant railroads is eagerly sought to offset the 
impending seasonal decline in steel. . . . Electric power con- 
sumption offers particular cause for rejoicing as it wends its 
way strongly upward toward levels of the halcyon days. 
. . . Carloadings, too, are nearly touching last year’s vol- 
ume. . . . Commodity prices wavered somewhat after reach- 


ing new highs. . . . Mail order houses are sorely perplexed to 


price goods in their fall and winter catalogues. Their judg- 
ment on the trend of retail prices for the next 6 months will be 


of general interest. 
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Westinghouse Elevator {| 
Engineers employ 


quality as the only 


real economy) 
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ilver to Silver contacts 
Look into the heart of the Westinghouse electric magnetic control 
system. There the elevator operative relays, completely designed 
and developed by Westinghouse, reveal decided forward strides made 
in modern elevator engineering. Pure silver to silver contacts repre- 
sent just one of the quality refinements proven by Westinghouse , 
to be of decided importance in reducing operating and maintenance 
expense. Modern elevators cost much less to operate. Old elevators 
are a depressing extravagance. Let Westinghouse engineers show 
you how correctly modernized elevators quickly pay for themselves. 
Westinghouse 

MODERNIZATION BY WESTINGHOUSE . . . every “change 

over” presents its own problems. Any building referred to 

Westinghouse is given individual, careful study to 

insure the most economical, a recommendations. 
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“Fair Competition” 


Roosevelt’s design for a new order of business would set 
up machinery for industrial law-making under govern- 


ment supervision. 


INGTON—The “machinery neces- 
for a great cooperative movement 
throughout all industry in order to ob 
tain wide re-employment,” blueprinted 
President last week, will be built 

to the familiar Roosevelt pattern. Like 
machinery of farm relief and of 

it will offer a wide choice of 

levices to do the required work in a 
le variety of ways. Once again the 

e will lie with the man in the White 
House. And, once again, that choice 
depend on circumstances and the 
peculiarities of the individual job. Con- 
gress will approve the broad production 


rogram without a detailed operations 


Was! 


scneauie 
Mr. Roosevelt’s designs are not as 
nplicated as they must have looked 
) congressmen who had been studying 
he rigid simplicities of the discarded 
30-hour bill. The key lies in what he 
ills “codes of fair competition.” ep- 
resentative groups of separate industries 
invited to h 
idardizing hours of work, fixing min- 


draw up su codes, 
wages, even limiting production 
proval by the President will make 
industrial law in interstate com- 
enforceable on recalcitrant mi- 
s by executive power with the co- 
tion of the courts armed with 
ties for violation 
Line Forms on the Right 
e the anti-trust laws are to be 
erseded wherever they conflict with 
ed codes of fair competition, 
ngton anticipates a quick line-up 
r industrial legislators. On those 
t fail to fall into line, Mr. Roosevelt 
se another piece of his machinery 
d to fit them with a ready-made 
For particularly hard cases, he 
turn out a strait-jacket in th: 
licensing system. Plants operating 
1 government license will go out 
when their licenses are 
led or revoked 
th such levers within reach of its 
the government will be 
equipped to convert the rugged 
idualists of American business into 
machined units of a centrally-con- 
industrial organization. To in- 
smooth production job, the Presi- 
ill be empowered to modify any 


form 


siness 


thor 
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order or regulation at any time. In 
making such adjustments he will have 
the advice of a national industrial plan 
ning board, provided for in the bill 
Washington accepts congressional ap 
proval of Mr. Roosevelt's broad general 
designs as a foregone conclusion, though 
there may be bickering over 
Labor is likely to be suspicious of this 


details 


metamorphosis of the 30-hour bill into 
a program of employer law-making 
Something depends on its faith in the 
President's concern that fair working 
standards shall be covered in such law- 
making Incidentally, 
like open-shop enthusiasts, 

studying the significance of a 
ment that employers submitting codes 
of fair practice shall agree to their em- 


leaders, 
must be 
require 


labor 


“WHEN, AS, AND IF—” 


he will use his new inflationary powers “when necessary.” 
chairman of 


Smith (white necktie), 


collectively 

Industry gets substantially w 
been asking 
Black first confronted it w 


} 


of rigid control trom above 


for ever sin 


con 


abx ve 


trol can still be imposed from 
if necessary, but it is first to have a 
chance to shape its own controls out of 
its own experience by majority rule. A 
War Industries Board, taking 
from the President, may 
the top ol this new structure of Am 
business, but it is founded on the 
practice conterence to 


broad gauged business leaders 


rev ived 
authority 


can 
familiar trade 
which 
have long looked for a new start 
No End in Sight 

While the President specifically limits 
the operations of his control machinery 
to an emergency period of 
fact that the 
laws will continue in effect as protection 


years and 
emphasizes thx anti-trust 


against monopoly, no one believes that 


the end of 
return ofl 


, 
the emergency will see the 
the old order 
Industries 


compectition now 


to organize themselves for 


The President signs the farm bill, telling questioners 


Behind are Senator 


Agricultural Committee, Henry Mor 


genthau, Jr. (tallest), chairman of the Farm Board, Secretary Wallace (extreme 
right) and others instrumental in pushing the bill. 





recovery” are doing so in anticipation of 
a long-continued development of cen- 
tralized control in which the industry 
will be the unit, rather than the plant. 
Washington, listening to the “‘repre- 
sentatives of the people,” expects public 
approval of the new dispensation so 
long as the vast powers entrusted to the 
President are used to regulate industrial 
law-making in the public interest. 
Explaining checks imposed on the 
government to insure protection of the 
public interest, Senator Wagner (N. Y), 
who will sponsor the bill in the Senate, 
pointed out that the President's approval 


Public Works 


of a code of fair competition would de- 
pend on his finding that a group pre- 
senting such a code truly represented its 
industry, that it admitted to membership 
all those engaged in the industry, that 
the code was fair to competitors, em- 
ployees and consumers, that it would 
not promote monopoly, that it did not 
discriminate against small business en- 
terprises. Since it is obvious that the 
President must delegate his judgment, 
first announcements of the control 
measure with its industrial planning 
bureau aroused wide speculation on pos- 
sible appointees to the new jobs. 


*‘Re-employment” program calling for expenditure of 
$3,300,000,000 postpones decision on “re-employment 


tax”’ to finance it. 


WASHINGTON—With the industrial con- 
trol measure, and as an integral part of 
his broad re-employment program, the 
President sent to Congress last week his 
long-awaited public works bill. This 
calls for expenditure of $3,300,000,000 
for br em ree projects ranging from 
slum clearance to naval construction— 
and for a free hand at the White House 
in the allocation of this money. It per- 
mits grants to states, counties and mu- 
nicipalities amounting to up to 30% of 
the cost of eligible projects which they 
initiate. It omits the widely expected 
provision for direct loans to industry. 
More significantly, it omitted for the 
moment specific suggestions as to how 
Congress will set about raising the $220 
millions which the President estimates 
will be needed for servicing this pro- 
gram. 

The latter omission traced back to the 
disrupting fight over the sales tax in 
the last session of Congress and indi- 
cated that Mr. Roosevelt was waiting to 
see what would happen to renewed pro- 
posals of a sales tax in the House Ways 
and Means Committee. He will wait 
until “early mext week.” If, by that 
time, the committee is unable to bring 
in a revenue plan, he will send over his 
delayed recommendations. Washington 
thinks they will be for a sales tax, but 
that the publicity-wise Chief Executive 
will merchandise it as a ‘re-employment 
tax.” It noted with quick interest Mr. 
Roosevelt's comment that special ‘‘re- 
employment taxes’ will be unnecessary 
when and if repeal of the Volstead Act 
puts pre-prohibition revenue laws back 
into service, referred hastily to Treasury 
files showing that taxes on distilled 
spirits yielded $317 millions in 1918. 
Wet states that have delayed action on 
repeal also took notice, as the President 
intended they should. 
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The list of jobs for the $3,300,000,000 
mentioned in the bill included self-liqui- 
dating projects heretofore under R.F.C. 
control. Enactment of the measure will 
push the R.F.C. still further into the 
background, concentrate most of its 
power in the hands of a single Public 
Works Administrator. 

The President's message gave no in- 
timation as to how he expected to raise 
the $3,300,000,000, or that portion of 
the total that will be put immediately to 
work. Washington expected the initial 
financing to come through Treasury 
short-term borrowing, speculated over 
another plan that is being studied. 

Under this plan, as the money was 
needed, the Treasury would merely give 
its note to the Federal Reserve Poard for 
the amounts. The Reserve Board would 
enter credits for them. The Treasury 
would check against these credits to pay 
construction bills, payrolls, etc. This 
would involve no actual printing of 
money. It would merely be expansion 
of credit. It would obviate a ballyhoo 
campaign to sell bonds which might run 
into snags and prove embarrassing. It 
would save interest. Finally, its advo- 
cates point out, it is inflation without 
waving red flags in the faces of some 
of the conservatives. Which last doesn’t 
seem very important to Washington at 
the moment. 


Labor Army 


Unions prepare protest as Forest 
Corps comes out of the woods. 


WASHINGTON—In order to speed up 
mobilization of the labor army and 
spread work more evenly over the coun- 
try, the forest conservation corps will 
be employed on a much wider variety of 


NEW COMPTROLLER — J. 
O'Connor, one-time 
McAdoo, who flew from Califor 


law parti 


take “the most thankless job in Wa-b 


ington.” His cocksure comme: 
cates that he knows not what’: 
of him. He will have to justi 
very existence of his office. 


work than was included in Pr 
Roosevelt's original plan. Or; 
labor will kick up a row as t! 
thing that the American Federat 
Labor apprehended is coming 
The $1 a day men will not only | 
to work in the woods but on roads 
and other projects of a publi 

nature unless the Administratior 
up short against the pressure t! 
been put on it ever since enroll: 
jobless men began 6 wecks ago 

President Roosevelt approv 
week Louisiana’s plan to put 
thousand men to work on buil 
secondary road system back of th 
Robert Fechner, director of Em« 
Conservation Work, has been 
barded with proposals from othe: 
that would enlarge the scope « 
work program in directions 
threaten ultimately to destroy its 
competitive character. 

No definite pronouncement ot! 
broadening the type of work on 
the conservation crews may be « 
is anticipated for a week or 10 d 
Washington expects that the Adn 
tion will be smoked out soon. It ‘ 
overtaken by a storm of criticisn 
the labor organizations. Defen: 
this means of creating jobs will 
that even though a wide variety ot 
may be done, it is not competitis 
either public works or private cot 
tion because it is work that, on any 
basis, would not be done at all. 
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Congress Gets 





Ready-Mades 


Tailoring of legislation nowadays is done to the last but- 


ton before it is sent to the Capitol. 
worked on the industry control bill, 


before inauguration. 


WASHIN ee of the indus- 
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tation and 
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ery bill, the spearhead of 
to bring back pros- 
flanked by in- 
and a 
yn public works program on the 
is a perfect illustration of the 


drive 
nd employment, 
| farm relief on one side 


wshing of precedents characteristic of 
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inistration. 

virtually every other 
make. the 
ta Capitol Hill until veery de- 
been worked out, and it is in the 


| form which the President desires 
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FACTORS OF RECOVERY 
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seen curves like these 
Building is the exception, 
¢ the lag in public works. 


ven't 


1933 


piece of 
slation desired from (¢ ongress by the 
sident this bill does not 


Scores of men have 
beginning long 


Nothing of the sort is remembered by 
the oldest inhabitants. Even Woodrow 
Wilson, into with a 
whole mass of “constructive legislation” 
which he wanted enacted as soon as pos- 
sible, and with the most positive views 
even as to precise phrasing, did not at 
tempt it. 

For example, the original Federal Re 
serve Act, one of his key measures, was 
revamped again and again in the Hous« 
Banking and Currency Committee, then 
in the House itself. In the Senate it was 
subjected to literally hundreds of amend- 
ments. In a few hours one night Chair- 
man Owen, of the Senate Committee, 
accepted more than 60 amendments sug- 
gested by questions from Senator Bur- 
ton, of Ohio. The President was forced 
into trade after trade with important 
senators, as for example the agreement 
with Senator Reed, by which Missouri 
got two Federal Reserve banks, St. 
and Kansas City. 

Nothing like that so far in this Ad- 
ministration ! 

Clyde Kelly’s Priority 

There may be plenty of arguments, 
later on, as to who really had the origi- 
nal idea of the “industry partnership” 
bill. One of the men close in the con- 
sultations can point to a printed record 
19 years old. Representative Clyde 
Kelly, Pittsburgh, when he first en- 
tered the House, introduced a somewhat 
similar bill. Constantly working with 
him for almost two decades has been 

Jett Lauck, a Washington economist 
who used to be regarded as a little pink. 

Both these men sat in the conferences 
which resulted in the final framing of 
the present bill, so it would seem they 
have a fair claim. 

Actually, however, so far as getting 
the idea approved by the President is 
concerned, their part came later than that 
of some others. The general idea did 
not originate just recently. It was in in- 
cubation while Roosevelt was governor 
of New York, and as Raymond Moley 
was not only the chief economic adviser 
of the President-to-be, but also did most 
of the selecting of others, there is no 
plausible way of eliminating him when 
the credit—if there is to be credit—is 
passed around. 

Following a great many conversations 
and working out of ideas between Moley 
and the President, Lewis Douglas, later 
to be director of the budget, was brought 
into the picture. This was still before 
the election. 


who came oftice 


Louis 





Meanwhile, somewhat the sa 

was being r incubated in the Brookings 
Institution at Washington, with Dr 
Harold G. Moulton presiding. All « 
the country, it would seem. other me 
were conterring and working out the 
solutions for the same probl m some 
of them, in fact most of ther madc¢ 
trips to Albany, or Warm Springs, *or 
Hyde Park, and urged their ideas. All 


hearings Most of 
them did not learn until m 


were piven cordi il 


instead of outlining a radically new 


thing to the President and Moley. tl 
were merely putting a slightly different 
twist on an idea already pproved in 


general terms. 
Enter Mr. Harriman 

For example, when President Harri 
man, of the U. S. Chamber of Cor 
nerce, saw the President-elect at Wari 
he found the President and the 
Trust” 
lea of having the 
return for 
conditions for American 


oprings, 
Brain 
to his i 


were cordially r ptir 
anti-trust laws 
waived in 
hours ind 
workers 
So the chief fe 


though it had 


better wages at 


itures of the bill 


not then been decided to 


include the public works in the sam« 
measure, this idea of putting three ¢ 


four important measures in one being 


legislative device adopt 
been worked out before inauguration 

Then came the important m« 
the ofhce of Senator Robert Wagner, ot 
New York, who himself had be 
ing for rclief measures for sev« 
Among those present were Fred |] 
Kent, James Henry Rand (later to advo 
cate the plan in the huge paid ad 
Remington Rand Co.), Senator Wagner, 
Representative Clyde Kelly, Ww. “ 
Lauck, Dr. Harold G. Moulton, Virgil 
Jordan, president of the National Indus 
trial Conference Board, Former Repr 
sentative Meyer Jacobstein, of Rochester, 
and Col. Malcolm C. Rorty 

Much Midnight Oil 

They discussed various suggestions 
and drafts and ideas, as they had been 
milled over by Dr Moley, Lewis Doug 
las, James P. Warburg, and others with 
the President. But this was just the be 
ginning. A subcommittee, 
Kelly, Lauck, and Moulton, 
to draft the bill. 

Actually it has been worked over 
many times since. Midnight oil a-plenty 
has been burned. Again and 
Senator Wagner and others of the group 
were called to the White House, som 
times singly and sometimes in half 
dozens, to discuss this or that feature 
Secretary Perkins sat in on many of the 
conferences. So did Secretary Roper. In 
fact these two were perhaps the most 
active of the Cabinet members in fran 
ing this most important of all parts of 
the legislative program 

Gen. Hugh Johnston, for years eco 
nomic and research lieutenant to Ber- 
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nard M. Baruch, has devoted practically 
all of his time to the plan since shortly 
after inauguration. 

On the final touches Douglas, 
Johnston, Wagner, Moley, Warburg, 
Roper, and Miss Perkins had most to 
do, with President Roosevelt listening 
to conclusions, occasionally steering the 
distussions off into new channels, and 
from time to time giving final approval 
to this or that bit of the draft. 


Meanwhile, so far as most members 
of the Senate and House were concerned, 
they knew no more of what was going 
on than the proverbial milkman in 
Omaha. 

But to the political observer that ts 
not the most remarkable part. There 
was also being framed, with it, a public 
works program of more than $3 billions, 
which Congress is now expected to ac- 
cept “as is.” 


Conference Bargains 


Hopes of the outcome at the World Economic Confer- 
ence are being modified, though sentiment has not 
turned pessimistic. De facto currency stabilization, ex- 


tension of tariff truce may 


THERE are undeniable signs that the 
world is a little less optimistic this week 
over the prospects for the World Eco- 
nomic Conference. There is no despair; 
only a moderation of hopes. 

In Washington, among the experts, 
for instance, there is less talk of com- 
plete currency stabilization, a return to 
the gold standard, immediate revival of 
world trade. Rather there is a feeling 
that de facto stabilization of the leading 
currencies will be a genuine accomplish- 
ment. If even the present tariff truce, 
which 8 nations have agreed to observe, 
can be extended indefinitely, it will be 
accepted as a sign that extreme barriers 
will eventually be removed. 

The British are coming to talk in the 
same terms. It is too much to expect 
that debts, currencies, tariffs, armaments 
can all be settled at once. London, as a 
matter of fact, is going ahead with 
2-country agreements which are to be 
beneficial to Britain, though they will 
in themselves often infringe on trade 
of a third country. 

France lavished an unexpected inter- 
est all week on the Colonial Conference 
in Paris. Not even the “Hitler men- 
ace” took all attention off visiting dele- 
gates from France's vast colonial em- 
pire. And, significantly, many a 
Frenchman commented on the trade 
possibilities within the empire “if the 
London conference should fail to break 
the deadlock in world trade.”’ 

Germany remained on the defensive, 
and vigorously so. Not the isolation of 
the Reich which is now almost complete, 
not the threat of coercion from the 
former allies, not even the dramatic ap- 
peal of President Roosevelt has turned 
Hitler and the Nazis from their policy 
of extreme nationalism. European fric- 
tions are heightened by the week's de- 
velopments, by Hitler's determination 
to throw overboard the humiliating pro- 
hibition on armaments dictated in the 
Versailles treaty. “‘Revision’’ by inter- 


be only immediate results. 


national consent has been too slow. The 
Germans demand that it be speeded up. 
The situation is tense, but the opposition 
is overwhelming. 

The monetary problem, admittedly 
the most important at the conference, 
is made especially complex by the United 
States. In preliminary discussions, 
there has been a uniform appeal for a 
return to a gold standard with adjust- 
ment of the recognized gold content of 
the various major currencies in interna- 
tional trade. It sounded fairly possible 
in the preliminary discussions. But 
there are complications. What, for in- 
stance, is going to be the policy of the 
Administration in Washington concern- 
ing dollar devaluation in the future? 
Powers have been given to the President 


Inter 
MAY DAY IN BERLIN—Air view of a corner of Tempelhof Field 4 


Labor Day demonstrations when Hitler spoke to a million people. 





to pursue any one of severa! 
ternally, they can be worked 
parative ease. Re-making th 
tween the gold standard 
face of this uncertainty is son 
It seems that the utmost 
done this summer is to agr 
de facto relationship which » 
undue fluctuations of vari 
London and Washington, f: 
might agree to maintain a § 
relationship between the pou: 
dollar (roughly a 20% depr 
both) in place of the old $ 
ratio. France might then ma} 
adjustment on the franc 
would then attempt to mair 
currencies at about that va 
would lend stability to forei; 
allow a gradual return to the 
practices. Final agreement o: 
ratio could come later when 
porary plan had allowed trad 
normally, to determine exact 
Politics play a part in th 
connected with the currency 
but a smaller part than wi 
come into question because 
countries—Britain, France, 
United States—can pretty well 


currency problem, while at least 


countries are importantly 
with tariff policy. 


It is the political angle » 


come to the foreground in the 


weeks and caused the pessim: 


Britain, for instance, has fol! 
Ottawa pacts with members of 
pire by a series of new trade a 
with some of her oldest cust: 
side the Empire. With Den: 
is an allotment scheme for B 
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way DAY IN MOSCOW—tThe Soviets parade their military 
A million people took part in the Moscow demonstrations. 


tomb of Lenin. 


§ bacon and butter. The Danes 
a turn are going to take larger quanti 
; of British manufactured goods. A 
deal for the British, but a blow to 
rmans and Americans 
The Anglo-Argentine trade 
nt is even more disturbing to the 
Britain ordinarily takes 
an 35% of Argentina's exports 
ur. The United States takes less 
~ of them. But the United 
States supplies a larger share of Argen- 
ne imports than any other nation. Ac- 
to the new treaty, Argentina 
greed to meet service charges on British 
ans and provide foreign exchange to 
over British commercial bills, before 
necting obligations of other nations 
vith this favorable balance. It should 
ost British exports to the Argentine. 
not encourage American ex- 
porters to expand sales to Buenos Aires. 
Germany's Quandary 
There is another angle to the tariff 
Germany still owes more than 
‘4 billions of long-term private debts. 
The only way Germans had of repay- 
ig these debts was by selling more 


broad 


J 


agree- 


States. 


\. 


does 


tangle 


When the rest of the world decided 
t was necessary to raise trade barriers 
(0 protect home industry, Germany 
began to lose foreign markets. The 
favorable trade balance has dwindled to 
such a small total in the last few months 
Mat it ts no longer large enough to 
meet these interest payments. Berlin has 
ulready served notice on creditors that a 
‘ranster moratorium is necessary. 
Coming right in the face of the 
ld Economic Conference, it is a 
influence. Germany, obvi- 


might before the 


ously, is going to ask for freer foreign 
nt of this for 


markets or some adjustm 
eign debt 
the 
manufacturers at a disadvantage 
don’t it will affect their bankers. 

The present tariff truce is a feeble 
effort to stop the race to close every na- 
tional market to foreign goods while ex- 
perts and statesmen try to find ways for 
that trade to be revived for the good of 
all concerned But with each nation 
“out for itself,” progress will be slow. 

Some shrewd observations have been 
passed on the position of the United 
States. President Roosevelt has evi- 
dently made it plain that our definitely 
aggressive tariff policy of the last 13 
has caused us more harm than 
good. Concessions are likely to be of- 
fered various foreign nations in 
market in return for a more favorable 
position in theirs. What should not be 
forgotten, however, is that bargains are 
being forced by countries with a favor- 
able balance of trade. Just as the Brit- 
ish are demanding a bigger share of the 
Argentine market in return for their 
large purchases there, so other nations 
are going to bargain 

When this bargaining gets under 
way, it will be found that the United 
States will have small opportunity to 
force larger markets in Europe. In 
almost every important the 
balance of trade favors Washington. 
The same is ‘true in Africa. But in a 
large part of South America and in 
parts of Asia there are countries where 
American purchases fat exceed sales. It 
is there that Washirigton may make 
some important trade arrangements. 


If foreign nations accede to 
their 
If they 


first request, it will plac« own 


years 


our 


country, 


New Bank Bills 


President approves, but is 
pushing them, doubting 
demand really is strong. 


not 
public 


AT last a bank bill has gotten under way 


in Congress Glass has intro 


duced a bill in th 
sentative Steagall (Ala.) has 
the House 


coincide, but there are som«x 


senator 
senate 
introduced 
one in In general, they 
important 
differences 

Though Senator Glass is ni 
vigorously tor the passage 
bill, no statement has as yet 
the President making it a 
Administration's program 
cent 1s reported to approve 
general terms, but apparently ts 

He does not belies 

a real public clamor tor 


thusiasti 
bank 

He knows there ts a widespre id det 
for insurance of deposits, b 

not believe that is strong enoug!l 
through the other provisions of 
which will be vi 
the 


wants 


or ly 
Porousiy 


many oft 


: . 
tested Should blic make 


;>ue 


the 


President wo 


that it really bill 


believed the 


bank 
it. But he ts aware that e\ 
divided on 
the hill 


bank reform arc 


the provisions of 
Opposition has already cor trom 
the American Bankers Association to thx 
insurance of deposits 
further opposition may 
the provision divorcing the 
on branch banking. On the 
bills are carefully dr 


the new banking conditions that 


provisions ana 


/ 


be expected or 
} 


athliates an 
whole, both 
iwn and go tar to 
meet 
have arisen in the last tew 

Both bills provide for deposit insur- 
ance plans. Only accounts under $10 
000 are fully protected The Glass bill 
provides for a Federal Bank Deposit 


months 


Insurance Corporation 
will be to take over and liquidate f 
banks The will have 
$150,000,000 capital s 
Treasury and every bank shall apy 
stock to the amount of 1 of its de 
posits, which on present dey will 
total about $250 millions 
ganized banks shall buy d« 
equal to 5° of their deposits 
Compulsory Membership 
National banks which have not be 
members by 


whose duties it 
uled 
Corporation 
bscribed by th 


osits 
Ne 


posit 


wlv of 


stock 


come 
have 
to the existing law, and state banks not 
members by that terminat 
their membership in the Federal Reserv: 
System Class B 
scribed by the Federal Reserve banks to 
an amount equal to one-half of the sur 
plus of such banks on Jan. 1 
about $75 millions, thus making a total 
millions 


July 1, 1934, sh 
conservators appointed accordit 


must 


time 


| 
stock will b sul 


1944 oO! 


capital stock of about $455 
When a bank closes, the Comptroller 

of the Currency shall appoint the Cor 

poration 4s receiver and as soon as p 





sible a conservator shall be appointed to 
organize a new national bank to assume 
the insured deposit liabilities of the 
closed bank. These shall consist of 
100% of deposits not to exceed $10,- 
000, 75% of deposits between $10,000 
and $50,000, and 50% of deposits 
above $50,000. The new bank may ac- 
cept new deposits which together with 
all amounts made available to the new 
bank by the Corporation must be kept 
in cash, but the Corporation may sell 
stock to continue operation as a regular 
national bank. Otherwise, the affairs 
of the bank may be wound up. Broad 
powers are given the Corporation cither 
in liquidating the assets of the closed 
bank or in establishing a new bank. 

The provisions in the Steagall bill 
similarly are designed to guarantee small 
deposits, to liquidate a failed bank or 
to establish a new one. The Steagall 
bill permits non-member banks to ben- 
efit from the insurance provision whereas 
the Glass bill confines the benefits ex- 
clusively to members of the Federal Re- 
serve system. 

Both bills require the Reserve banks 
to watch loans of member banks and 
provide for suspension in case of misuse 
of credit for speculative financing. Both 
eliminate the franchise tax and permit 


earnings over and above 6% of the Re- 
serve Banks to be added to the surplus 

They establish a Federal Open Mar- 
ket Committee through which all open 
market operations are to be conducted ; 
regulate the relations between the Fed- 
eral Reserve Banks and foreign banks; 
restrict brokers’ loans by member banks; 
forbid loans by member banks to their 
executive officers; prohibit purchasing 
stock of affiliates and restrict the loans; 
forbid member banks from investing in 
buildings in excess of capital; redefine 
investment powers of national banks; 
limit dealings in securities; forbid joint 
stock ownership of national banks and 
affiliates after 2 years; provide careful 
examination of affiliates pending dis- 
solution. 

Both bills provide for the careful 
examination of holding companies, re- 
stricting their votes and creating reserves 
so that the double liability clause may 
be enforced. 

The Glass bill provides for branch 
banking within state limits where the 
states similarly allow branch banking 
Both bills forbid the formation of new 
national banks with capital less than 
$50,000 in towns of 6,000 or less, and 
no other banks with less than $100,000 
capital may start elsewhere. 


Securities in Cellophane 


The new securities bill guarantees nothing except that 


buyers shall have complete information. 


dummy directors. 


WitH the final enactment of the re- 
vised ‘truth about securities’’ bill, our 
stocks and bonds will come wrapped in 
Cellophane, instead of cardboard. The 
new measure will not protect the buyer 
from his own cupidity, close the mar- 
ket to all but sound issues or put a 
government guarantee or stamp of ap- 
proval on any issues. It merely assures 
investors that they can get from the 
Federal Trade Commission complete in- 
formation about the capital structure 
and earnings of issuing corporations 
and full data on the conditions under 
which the securities are being marketed. 
If the information turns out to be 
deceptive, they have recourse to damage 
Suits against the officers and boards 
of erring corporations or against any 
vendor having knowledge of the fraud. 

It is true that much of the informa- 
tion that becomes available through the 
Trade Commission is already available 
through many sources. The difficulty 
is that it is sometimes scattered and 
that security buyers too often fail to 
go after it. They are much more likely 
to buy on a tip from the elevator boy 
whose uncle, the waiter, has overheard 
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It is hard on 


the third assistant vice-president of the 
ABC Tool Corp. telling a lunch com- 
panion that he has learned that the 
XYZ Flying Machine Co. has just re- 
ceived an order for 100 airplanes, 
making XYZ stock a good buy. 

The requirement that all securities 
must be registered with the govern- 
mental authority with detailed infor- 
mation on what they represent and what 
is back of them, certified by corpora- 
tion offices and at least three-fourths of 
the directors, is a decided step in the 
right direction. So is the extension of 
these conditions to foreign issuers, who 
will be hereafter obliged to file com- 
plete data on their purposes, marketing 
methods, issuing costs and past records. 

One outstanding feature of the new 
legislation is its careful specification of 
what kind of information must be 
carried in advertising the securities and 
on the securities themselves. Another 
is the provision that the commission 
may revoke or suspend the registration 
of any security, though, in such cases, 
the issuer has recourse to the Court of 
Appeals and the Supreme Court. 

The revised bill is a distinct improve- 


SOLICITOR-GENERAL—Jude 


Biggs attends a tea at the Amer 


Law Institute in honor of hi 
ment to the federal office. 


ment on the somewhat loos 
first drafts. It places no lial 
dealers or bond houses that 
guilty of deception; does not 
interfere with present market 
nels. It wraps red tape ai 
issuing business but in a good 

An immediate result of it 
will be the resignation of 
company directors. It will 
be safe for a man to sit on 
big corporation boards unless 
ally has intimate knowledg: 
transactions and is willing © 
complete responsibility. The p 
stockholders will undoubtedly 
the disappearance of dummy 

The bill should prove a boos 
servative and responsible und 
houses since it will protect th 
the competition of the irres 
fly-by-night gentry. 

For Senator Johnson's con 
measure carries with it provisi 
creation of a corporation to 
for holders of foreign securit 
in default, collect everything 
in the way of principal and 
Its chief function is apparently 
vide strong shoulders on whic! 
tims of foreign bonds may weep 
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Advertising Analyzes Agents 


Advertisers, publishers and the Four A’s go after the 
answers to all those questions about the standard agency 
commission system; come back with a report that it still 


pay 7 its way. 


QUESTIONS raised by the depression 
we led the business of advertising 
into a period of soul-searching. There 
knowledge that some 
mors that many, were 
ymmissions to get business from adver 
risers; there was complaint from super 
dvertisers, those in the million-dollar 
appropriation class, that they were pay- 
“g more in proportion for sustaining 
ies than their smaller 
fellows. Some charged that agency 
compensation was too high. All con 
cerned were vitally interested in dis 
vering exactly what was what. A 
committee was appointed; it hired an 


agencies, 
rebating 


wis 


the ager were 


eminent investigator; he has completed 
his repor Findings will be distributed 
to advertisers and advertising men by 
the American Association of Advertis- 
ing Agencies—in the _ professional 
vernacular, “The Four A's.” 

“Most Adaptable” 

Generally, the analysis decides that 
the agency structure grew naturally, 
hanged to fit the mutations of industry, 
is not perfect but is the most adaptable 
to our present business set-up. First 
opies will be rushed this week to an 
eager audience. Title of the report is 
Advertising Agency Compensation in 
Relation to the Total Cost of Advertis- 
ing.” Specific conclusions are: 

(1) The method of advertising com- 
pensatidn now in force is the most prac- 

ble one for maintaining the true and 
ng-run interests of all advertisers and 

blishers. (2) The rate of compen- 

is not excessive for the structure 

ile. (3) All advertisers and 

lishers should bear, in proportion to 

a share of both the direct and 
lirect costs of the structure. 

Three-Way Committee 

committee consisted of three men, 
personifying an important branch 
he business. The member represent- 

idvertiser was Richard Redwood 
president of Procter & Gam- 
representing publishers was 
Maxwell, president of Crowell 
representing the agen- 
Erickson, head of the 
McC Erickson agency, chairman of 
im-Nairn, Inc., director in 

ge companies. Chosen for the 

ork was James W. Young, pro- 

‘sor of business history and advertis- 
fg, School of Business, University of 
UI Mr. Young wears spectacles 
out is no cloistered academician. For- 
er vas vice-president of J. Walter 


aw 


hing Co.: 


s was A. W 


Thompson Co., advertising agency, and 
president of the AAAA. He made all 
the money he weary of 
rough-and-tumble business competition, 
retired to devote himself to 
phases of advertising. A long-standing 
friendship with Mr. Deupree probably 
had something to do with his appoint- 
ment for the investigation 

The report drags into the sunlight 
questions hitherto low 
tones behind the walnut panels of ex- 
ecutive offices. One of them its rebates 

the charge that some agencies hand 
over to part of the 15¢ 
commission paid by publishers on busi 
ness placed. Recognition of agencies 
by publishers’ associations usually tre- 
quires the agent to eschew rebates, and 
declare that they are not financially 
linked to publishers or advertisers. Vio- 
lations are hard to prove. By answers 
to questionnaires and examination of 
existing figures, the Young report makes 
an estimate on the extent to which rate- 
cutting is practiced 

Rate-Cutting 

Its point of departure is known totals. 
There are in the country some 2,000 ad- 
vertising agencies, of which 810 were 
recognized by leading associations of 
publishers in 1932. The total volume 
of business done in 1930 is placed at 
$600 millions. (Six concerns did a busi- 
ness of over $20 millions each.) A 
questionnaire covering 223 advertiser- 
agency relationships disclosed that 25 
classed themselves as paying less than 
the publisher's full card rate. In 7 
cases there were special service arrange- 
ments between advertiser and agent. 
Out of a total business of $140,970,000 
in 1932, the volume at less than card 
rates of the above was estimated at $11,- 
765,000, or 8.3%. 

Query was made to find whether ad- 
vertisers were generally dissatisfied with 
existing agency practice. Of 92 adver- 
tisers, 19 considered agency compensa 
tion excessive; 58 saw no disadvantage 
in present rates of payment. 

Cost and Volume 

Anent the complaint by some big ad- 
vertisers that they bear an unjust pro- 
portion of agency costs, the report points 
out that such firms are interested pri- 
marily in the final cost. Cost of space 
and use made of space are the major 
factors. The long-run determinator of 
cost “will be the total available volume 
of advertising. As volume increases, 
the publisher's rate will tend to go 
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advertisers “get 
pay for, som 


neq ial 
service than they 
get less.” 
Service Separate 
All criticism of ag 
compensation ts rooted in the idea that 
advcrtusers 
counsel and 
purchase of advertising 


rency methods and 


should secure advertising 

the 
Space The 
advertiser ts pertectly free to do this but 
“he must pay 
ice in this 
atiord to sell sp 
port somewher« 


service separate from 


a premium to secure scr 
The publisher can't 
he must sup 


Waly 
ice alone 
an organization to stim 
ulate use of space and the cost of such 
activity must be paid indirectly by ad 
Organizations selling service 
alone, cannot compete 
Could the 


vertisers. 


15°7 rate carried in 
the publisher's structure be more equit 
ably distributed among advertisers? Th 
report does not find a way. “So far as 
the individual advertiser and individual 
publisher are concerned, the cost of this 
service would appear to be an item of 
unallocable overhead which can only bi 
distributed more or less arbitrarily in 
proportion to volume.” 
Found No Evidence 

There is “no evidence to support” 
widespread that advertisers 
spending $1 million or more annually 
are buying space at less than regular 
rates. Advertisers spending huge sums 
on single products who feel that they 
are burdened beyond a proper per- 
centage should reflect that the maximum 
abilities of the agency are exerted in 
their behalf, that since they are few 
their volume is not a high proportion of 
the total. Downward adjustnients might 
be made in these cases but many smaller 
advertisers whose accounts produce as 
high a rate of profit have as good claims 
to relief. It would seem that the flat 
rate is either “right for all advertisers 
and publishers or wrong for all.” 

Publishers generally support the agen- 
cies; they must do everything possible 
to reduce turnover among advertisers 
Publishing income depends largely upon 
to reduce turnover among advertisers 
of new products and sales ideas among 
old advertisers. 


now 
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Ice Warms Up 


New uses, new refrigerator designs, give the old ice busi- 
ness something to sell in competition. 


THE ice industry, which prospered in 
comatose security until mechanical re- 
frigerators removed the market for sev- 
eral million tons annually, has awakened 
to the necessity of new ideas in an old 
business. Competition has been the 
mother of research, and several new de- 
velopments are under way. 

Most interesting in its promise of 
possibilities is a new type of ice refrig- 
erator, the result of experiments spon- 
sored by the American Ice Co., largest 
in the field. 

The new design is a distinct depar- 
ture from previous practice: In addi- 
tion to insuring a pre-determined con- 
stant temperature, it maintains uniform 
humidity, which is an important factor 
in the preservation of the natural flavor 
and color of many food items. Con- 
ditioning, washing, and humidification 
of the air within these new refrigerators 
is secured through fully controlled, con- 
tinuous forced circulation across water- 
filled ducts by means of an electrically 
driven blower. By this system, in which 
the ice is the cooling agent only, the 
efhiciency of the ice is increased 30% to 
70%, losses in weight and condition of 
foods through dehydration are reduced. 

Units now available are designed for 
use with food-display cases in grocery, 
meat, and delicatessen stores and food 
storage “boxes” in retail meat, grocery, 
florist, and other shops. The American 
Ice Co. does not sell them itself, licenses 
manufacturers to produce under the 
company’s patent. Lower initial cost is 
a potent sales point. 

“Refrigeration Service” 

Other large ice companies are work- 
ing to hold their domestic market 
through better service to the housewife 
“Refrigeration service” is supplied by a 
number of companies at a flat monthly 
rate (BW’—]un22'32) instead of on 
the basis of poundage consumed. The 
Albuquerque Ice Co., afthliated with 
Western Ice & Utilities Co., not only 
has found the flat-rate exceedingly pop- 
ular, but has added other merchandise to 
increase the usefulness of its equip- 
ment. It operates specially constructed 
ice-delivery trucks in which the ice car- 
ried cools a compartment for quick- 
frozen fish, cottage cheese, tomato, 
orange, and grapefruit juice, mineral 
water, ginger ale, and other food prod- 
ucts, which the ice-route salesman offers 
at current prices to his ice customers. 

On the Pacific Coast, hundreds of 
householders have been held in the 
ranks of ice consumers by conveniently 
located vending machines. These made 
by Packaged Ice Corp., supply ice in 


25-lb. cakes, wrapped for eaSy handling. 
They are equipped with refrigerating 
units, placed at rented locations, usually 
near a chain food store or a super mar- 
ket. Pacific Coast housewives, who gen- 
erally drive to these stores in their cars, 
find it easy to include ice in their shop- 
ping list. One packaged ice machine 
in December 1932 established a new 
record when it dispensed 2,130 pack- 
ages, over 26 tons of ice. 
New Designs Effective 

Manufacturers of ice boxes have rec- 
ognized the fact that there are many 
householders who, because of the high 
first cost of mechanical refrigerators, are 
excellent prospects for better ice-boxes. 
Some have redesigned their product, so 
that the casual visitor to the kitchen 
cannot tell the ice-box from one of the 
latest type mechanical refrigerators. In 
these new designs hinges, locks, and the 
entire silhouette no longer show any 
trace of the old-style “furniture” type 
of box. Even the interior may well 
deceive the neighbors because the ice 
compartment is concealed behind a white 
enameled metal door, bettering efficiency 
as well as appearance. Other manufac- 
turers have succeeded in designing a 
new type of box in which the ice com- 
partment remains continually and com- 
pletely isolated from the remainder of 
the box, reducing ice consumption mate- 
rially. A_ large-sized “Evercold” re- 
frigerator made by McKee Refrigerator 
Co., for instance, will consume only 20 
Ib. of ice daily during the hottest 
August weather. 

Important ice manufacturers believe 
that the tonnage lost to mechanical re- 


frigeration may well be re; 
growing demand for ice | 
tioning. Summer air con 
which cooling and humidit 
are the only factors, is ac 
several new units by ice. N 
a few months out of the 
provide cooling at low cost 
cial applications are many 
stores and industrial plants 
such units in service, make ar 
market. Eastman Kodak ( 
the country’s largest users ot 
conditioning, consumes th 
tons annually. 

Manufacturers of ice-cons: 
ment are interested in the 
of artificial ice that has r 
placed on the market. Usi: 
developed by Brillo Manuf: 
water is quick-frozen into 
ice, about } in. in thickness 
broken into 1 in. to 2 in. len; 
ufacturers claim that the 
“Flakice,” being of greater 
more effective and lasts long 
ordinary kind. Some retail 
erages who ordinarily avera, 
consumption of 600 Ib. r 
effective cooling with 400 Ib 
kind. Demand for this new 
has increased materially sin 
of 3.2% beer was legalized 
is particularly adapted for 
cooling coils. 


Receiver Control 


Supreme Court’s move to cut the 
cost of chain bankruptcies may 


not thrill landlords. 


CHAIN stores and other linked 
tions have been widely succes 
loading such burdens as 
leases by embracing receivers! 
outcries of landlords attest 


Phe I 
AIR-CONDITIONED ICE BOXES—In these units, ice is just the re!rigera” 


circulation is maintained by blowers. 


American Ice Co. developed the idea 
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International News 


SALES TAXER—Mark Graves, head of the New York State Tax Commission, 
explains the intricacies of that state’s new sales tax to the great unseen audience 
{ much-worried merchants who must pay 1% of their gross. 


over these beneficial breakdowns 

s been considerably dampened with 
urrival of the time to pay resulting 

A heavy expense is piled up by 

ry receivers. These are subordi- 
ind auxiliary to the principal re- 
eiver. In the case of far-flung chains, 
n into big money since it has 
possible for a court to appoint 
incillaries, attorneys, etc., in any district 
here a branch of the concern is sit- 


Now the number of such receivers is 

be greatly reduced. On application 

{ New York lawyers, the United States 

preme Court last Monday issued an 
nportant regulatory order. It provides 

no U. S. District Court shall ap- 
nt ancillary receivers for bankruptcy 
proceedings begun in other districts ex- 
cept upon application of the primary 
receiver, Or with his consent, or by per- 
mission of the court of original juris- 
Also, no application for an- 
cillary receivers shall be granted without 
detailed facts showing the need, verified 
by the party in interest, authorized by 
the primary receiver. 

The lawyers’ petition, approved by 
Judge John C. Knox of the Southern 
New York District, protested that an- 

llaries were unnecessary in chain store 
cases they had handled, that evil prac- 
tices had crept in. “A certain type of 
collection agency and others purporting 
to act for creditors” have profited 
gh surplus appointments, which 
Practice has “become prevalent through- 
out the United States.” 

llords will wince at the news. 
tting fees, this decision makes re- 
nip simpler and cheaper.  Stu- 


thr 
wrou 
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dents of our snarled bankruptcy situa- 
tion will be interested to discover 
whether the order is followed by an in- 
crease in the familiar type of retail chain 
bankruptcy palpably designed to escape 
high rents for stores (BW’—Mar22 
A pr12’33). The petition on which the 
Supreme Court acted cites instances of 
overloading by subordinate receivers, 
their attorneys and assistants. In each 
case management was highly centralized, 
control by the primary receiver would 
have been easy. The following is a 
partial list of chain cases with the num 
bers of ancillary receivers deemed un 
necessary by the lawyers: Schulte United, 
24; Miller's, 22; Snyder's Hat Stores, 
13; United Cigar Stores Co. of America, 
8; McLellan Stores Co., 17; McCrory 
Stores Corp., 6; Louis K. Liggett Co., 
4. The application itemizes a total of 
$78,386 “wasted fees’ in the handling 
of Schulte United: ancillary receivers, 
$40,883; attorneys for ancillary receiv- 
ers, $34,999; attorneys for petitioning 
creditors, $1,125; referees outside dis 
trict of primary jurisdiction, $1,379. 


Sales Tax Fiasco 


Illinois sales tax runs afoul of its 
iron-bound constitution and re- 
tailers wonder what to do. 


WirtH Illinois’ 3% retail sales tax de- 
clared unconstitutional by its Supreme 
Court, storekeepers in that state have a 
— problem on their hands. They 
ave been collecting the tax, since it 
went into effect on Apr. 1, under the 
cloud of a temporary injunction. Some 


customers demanded receipts for the im 
post added to regular prices, others may 
be able to produce bills or refer to 
charge accounts showing evidence of 
payment. But in a large number of 
cases it is going to be dithcult to know 
to whom refunds will be due 

Some of the big ¢ hicago stores have 
settled the issue by announcing that all 
tax money not refunded will be turned 
over to unemployment relief funds for 
the replenishment of which the tax was 
in part, intended. One Loop drug stor 
met the difficulty by putting a bowl of 
pennies on its counter with an invitatior 
to customers to help themselves to what 
they thought was due them. Few did 
Unless the court makes a special ruling 
or the legislature takes action, retailers 
who choose may add the tax moncy to 
their profits 

Like the attempted state income tax 
of a year ago (Bu Apr27'32), th 
sales tax ran afoul of Illinois’ 
rigid constitution. Provisions for th 
exemption of farmers and vendors of 
motor fuel made it class legislation in 
the light of that formidable document 
Furthermore, allocation of its funds to 
both relief and education was ruled in 
violation of the requirement that a sin 
gle purpose must be stipulated in state 
tax legislation. Passage of a corrected 
measure by a legislature that fought 
bitterly over this one is doubtful 


super 


New Products Parade 


Yankee ingenuity shows its stuff 
at Boston exhibition. 


THE New Products Exhibition and Con 
ference just held at Boston under th« 
sponsorship of the Industrial Committe: 
of the New England Council showed 
that New England manufacturers, like 
others, are hoping to rebuild sales vol 
ume and profits by tapping new field: 
or devising new approaches to old one 

For instance: 

Brown & Sharpe Manufacturing Co 
makers of precision instruments and 
machine tools, exhibited a new line of 
hair clippers for beauty and _ barber 
shops; also, motor-driven pumps for 
home use, offspring of its line of geared 
pumps used for circulating liquids on 
machine tools. The Grinnell Co., In 
chiefly known for its automatic sprinkler 
devices, presented a complete air condi- 
tioning unit. It also showed a portabk 
Speedex fire extinguisher for use in 
homes, offices, on motor cars, retailing 
for $2.95. 

The Hood Rubber Products Co. (only 
recently restored to its independenc« 
after 3 years as a subsidiary to B. F. 
Goodrich Co.) exhibited a number of 
new items from which considerable sales 
volume is expected, among them Lectro 
molded rubber boots with acid-proof 
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non-skid soles, canvas shoes made by 
the new Xtralock process, Mandan cloth 
jackets and vests, washable shoes 

Capitalizing its highly specialized 
knowledge of grinding technique, the 
Norton Company of Wor Mass., 
has developed a new machine for the 
conjugate grinding of automobile cam- 
shafts and another for cylindrical grind- 
ing that brings automatic control to 
the extremely accurate tolerance of 
3/10,000-th of an inch. An amazing 
number of items, partially or wholly 
made from aluminum mesh, were shown 
by Whiting & Davis Co., among them 
consumer novelties, highly specialized 
numbers for X-ray and Diathermic ma 
chines as well as mesh mittens for han 
dling live foxes and 
muskrats. 

More New Things 

Pepperell Manufacturing Co. dis- 
played a full line of denims, suitings, 
and work cloth treated against shrinkage 
by the Sanforizing process. Bird & Son 
introduced a roll roofing which is ap- 
plied without exposed nails, a new type 
of insulated brick siding. On the theory 
that helping a customer is helping one 
self, the American Brass Co. sponsored 
an exhibit of new products made by 
customers who use Anaconda copper 
The Boston Wire Stitcher Co. launched 
its new “gun type’ stapling machine 

Among the new household utilities, 
exhibited were the Conover Company's 
electric dishwasher, the Savogran Com 
pany’s cleancr, bleacher and crack-filler, 
the Norton Company's Alundum Aggre 
gate, a composition which keeps rugs 
from slipping on highly polished floors. 
Food products shown for the first time 
included Cape Cod Canning Company's 
clam chowder, Cranberry Canners’ cran- 
berry cocktail put up in Libby-Owens 
Safedge glass, Salsterol Laboratories’ 
compressed spinach tablets. 


ster, 


molten metals, 


Cash Preferred 


Retailer has fewer credit accounts 
but they run longer now. The 
move is to cash sales. 


like bank customers, 
have curbed their interest in credit or 
had it curbed for them. The retailer's 
swing to cash sales, undoubtedly stronger 
since the bank holiday, was well under 
way in the period covered by Commerce 
Department's _ last innual retail 
credit survey on which July-December, 
figures have been 
by the department 

This survey, made in cooperation with 
the National Retail Credit Association, 
and bringing reports from 415 
establishments, shows these stores mak- 
ing 47.6% of their sales for cash, com 
pared with 45.8% in the corresponding 
1931, and 41 in the last 


STORE customers, 


semi 


1932, just released 


retail 


montis of 3% 
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BRANDED EGGS 
market for quality eggs. 
ditions. Trademarkers 


Pep” 


are 


loaned to 
mash, keep hens confined, not allow them to scratch in “barn 


The Quaker Oats Co. makes poultry feed, aims | 
is testing trademarked eggs produced under 


farmers who will agree to feed “|! 


Cartons are labelled, sales are supported by consumer advertising whic! 
the “barnyard” angle, offers eggs with a clean past. 


half of 1929. Further comparisons with 
1931 reveal that open credit sales de 
clined from 42.8% of total sales to 
12.5% in 1932, while the record of 
instalment sales dropped from 11.4% 
to 9.9G 

Meanwhile, the risks on credit sales 
increased. Customers took an average 
of 86 days to pay their open account 
obligations, 6 days longer than in 1931 
Instalment accounts were outstanding 
months and 21 days, against 6 months 
and 23 days the year before. Bad-debt 


Motor Service 


( 


losses rose to approximately 1 
compared with a little 


1931 Losses of 


sales, 
0.7% in 
monthly charge 
0.9% to 1.5%, on 
they jumped from 3% to 4 
course of the year. 

With more careful and 
buying, returns have fallen oft 
ing repossessions on instaln 
they totaled 9.1% of gross s 
last 6 months of 1932 against 
1931. 


accounts 


instalment 


Parts makers’ merchandising and deferred-payment re- 
pairs have given a boost to the independent service man. 
Car makers fight to regain their old maintenance market. 


THE business of servicing the country’s 
24 million automobiles runs into moncy 
Last year, the wholesale value of re- 
placement parts totaled $319 millions, 
for which the car owners paid some- 
thing over $500 millions. Add to this, 
the labor cost of untold brake adjust- 
ments, valve jobs, overhauls, and minor 
maintenance work, and the total assumes 
its true importance 

Of this total, the automobile dealers 
got about half, the independent service 


shops, the rest These ind 
have graduated from the back 
Main St. They owe their start 
neglect of the service end by t 
lar dealers during the fat year 
owe their growth of recent y« 
aggressive activities of parts n 
The National Standard Parts 
tion, made up of manufact 
wholesalers, with a retail div 
done much to turn the mec! 
minded service men into merc! 
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Jot 


xem the necessary public ac- 


end of 1930, the depression 
, to build a market for motor 
1 repairs. Falling new car 
,ore mileage on the old ones; 
tear got in their work. The 
n saw an opportunity to give 
pendent service men a push to- 
rofits (and increased replace- 
ut sales), introduced the de- 
iyment plan. 
ners, looking longingly at new 
rmance, saw a way to make the 
o until things picked up. Re- 
saw a chance to trade up 
» jobs to overhauls. Finance 
es, which did not take quickly 
ea, SOOM saw an Opportunity 
some of the volume lost in 
ne of new and used car sales. 
National Association of Finance 
es finally gave the plan its 


A Quick Success 
he idea was successful from the start. 
owners, when they found they 
pay in instalments over 3 to 9 
ths, were easily sold enough work 
mke up the required minimum of 
Sometimes a battery, or new tires, 
used to make up the difference 


erred payment jobs now total as 
h as $175; the average is about $80 


the contract paid out in 6 months. 


For years, in both dealer and inde- 


nen 


sn 


lent shops, the customers have been 


mished by large signs proclaiming 
ill repair work and parts were on a 
basis. This warning has boom- 


eranged, is now the principal barrier to 
expansion of the time-payment plan 

The service industry, convinced that 
maintenance of its position and elimina- 
tion of the gyp shops and fly-by-nights 
depends on credit accommodations, 
looks with favor on the plan, prefers it 
to the open charge account because the 
finance companies take the responsibil 
ity, do the bookkeeping. The per- 
centage of service business sold on time 
is still small, but it is growing steadily 

Manufacturers Show Fight 

Meanwhile, the car manufacturers and 
dealers who have awakened to the new 
importance of maintenance money in 
their budgets are fighting to get their 
share of it. They are no longer too 
busy selling cars to service them. Man- 
ufacturers’ service departments are in- 
creasingly active. Factories are going 
to extraordinary lengths to build up 
dealers’ service departments. 

Chrysler has a subsidiary which is 
organized to expand the service opera- 
tion of Chrysler, DeSoto, and Dodge 
dealers. Buick-Olds-Pontiac has an ag- 
gressive service division to help dealers. 
Car makers and dealers who began to 
push service when new car sales fell off 
account for an increase in their share of 
this business from 44% to 54% 

Car dealers must now compete on 
even terms with the independents 
Once, they made much of “genuine 
parts” in selling their service, but ag- 
gressive merchandising under their own 
names by the parts manufacturers has 
almost eliminated this point. 

The parts manufacturers, of course, 
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“HIPPED BY WATER—The good ship Crescent City leaves Detroit with 527 


Plymout 


prod 


MAY 


for Great Lakes cities, tangible evidence of improved automotive 


uction. Plymouth sales have more than doubled this year. 
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sell to both the manufacturers and th« 
independents. To the car maker they 
sell original equipment and 
ments. Original equipment is a lo 
leader, the pront 
The parts makers sell also thr 
wholesalers to the 
both regular dealer and independent 

Parts sales in the United States in 
1932 were only 13° 
volume than in 1931 
pendents made up 60° of the volum 
with 18.3% to car dealers and the bal 
ance to fleet owners. The average unit 
of sale by wholesalers fell from $4 
in 1931 to $3.66 in 1932, 
sale sales expense of the manufacturers 
decreased from 21.7% of net 
18.3% in 1932 

In the fight for the service dollar 
the car dealers and the independents ar 
about even, are likely to remain so. O 
of the parts picture, but very much in 
the general service picture is the gaso 
line station, which has gained an in 
creasing proportion of the profitable 
minor servicing business. 


rep! we 
is in replacements 


replacermnent trace 


lower in dollar 
Sales to inde 
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Tires 


Akron is working full schedule 
again, with increased automobile 
production, seasonal sales. 


AKRON, linked for better or worse with 
Detroit, has shared in its sorrows, now 
shares in its joys. The increase in auto 
mobile production and the coming of 
the spring tire-changing festivals hav: 
combined to give the city an air of 
better times. 

Goodrich proudly announces a 200° 
increase in tire production since March, 
and on May 15 its tire departments 
began to operate on a 24-hour day 
6-day week basis for the first time since 
Red Ink October of 1929. Goodrich 
mechanical divisions have reemployed 
600 workers in 30 days. 

Goodyear has recalled over 1,500 em 
ployees since Apr. 1 and production in 
the world’s largest factories is back to 
full time, 4 shifts, 6 days a week. 

General is also operating at capacity 
Other tire makers, including Firestone 
report greatly increased schedules 

The tire makers, having cut down on 
their lines somewhat and raised their 
prices (BW—May10°33), are now 
going after the price-cutters to maintain 
those hard-won price increases. Price 
cutting “fires,” terribly destructive be 
cause of the rapidity with which they 
spread, are being fought by local “ex 
tinguishers” to whom price cutters are 
reported. The “extinguisher” then de 
termines who's doing the cutting, dealer, 
distributor, or manufacturer. The guilty 
one is taken out to the woodshed by 
certain influential members of the trade 
and made to see the light 


il 





Foods, Drugs, Teeth 


Food and Drug Act has more to chew on now that adver- 
tising has become so important, so it is being fitted with 


a new set of molars. 
squarely up to the seller. 


TRUTH in advertising should be im- 
measurably advanced if the new federal 
tood, drug and cosmetic bill becomes a 
law. This places the moral and legal 
obligation upon the manufacturer, dis- 
tributor, or dealer to protect the public 
against musreprese ntation in advertising 
no less than in labeling. And though it 
refers here only to products that affect 
the public health, it will extend its in- 
Huence broadly. 

A draft of a new statute to replace 
the old Food and Drug Act has been 
completed and submitted to the attor- 
ney-general for review before its pres- 
entation at the White House. It was 
prepared by Walter G. Campbell, 
director of regulatory work for the De- 
partment of Agriculture, and Assistant 
Secretary Tugwell. After conferences 
with food, drug, and cosmetic adver- 
tisers, advertising agencies, and pub- 
lishers, a set of principles has been 
drawn up to fill the holes in the old 
act passed in 1906, and to recognize the 
enlarged rdle of advertising in market 
ing these products that bear so inti- 
mately upon the public health. 

Honest Labels 

The new bill strengthens the govern- 
ment in combating public deception in 
the sale of food and drugs and gives 
control over cosmetics Labels 
must carry full information covering 
the ingredients. Misleading labels may 
be prosecuted without establishing in- 
a troublesome loophole 
in the present law. Mechanical devices 
intended for the treatment of 
or improvement of health are defined 
as drugs. Restriction against adultera- 
tion has been strengthened and _ slack 
filling of containers will be prevented. 
The Secretary of Agriculture will be 
empowered to define and enforce stand- 
ards and can apply a permit system 
where products may be dangerous to 
health. He may aid in negotiating 
trade agreements concerning standards 
and make them compulsory. 

Drug advertisements may not state 
names of abnormal 
ditions for which the drug is not a 
specific cure, even though it may be 
a palliative for some of the symptoms 
diseases Advertising claims 
which are contrary to the general 
opinion of the medical profession are 
barred And, except in professional 
journals, so are advertisements of pur- 
ported or actual remedies for a long 
list of specific diseases for which self- 


new 


tent to deceive 


disease 


diseases or con- 


of those 
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Final draft puts responsibility 


medication is dangerous. This will put 
an overdue taboo on many of the old- 
time testimonial ads that still linger in 
the country papers. 

Publishers and advertising agencies 
were concerned during the early dis- 
cussion of the bill over the possibility 
that the government might attempt to 
require that food and drug copy be 
submitted for approval before publica- 
tion, which would have paralyzed the 
advertising function. The bill does not 
now call for censorship in advance of 
use. In cases of false advertising prose- 
cution will be directed against the 
source rather than the medium in which 
it appears. Truth or falsity will be 
measured by the same standards that 
determine in label statements. How- 
ever, publishers and advertising agen- 
cies are required to inform the govern- 
ment by whom and how they were led 
to publish advertising. 


Bankruptcy Bathers 


Jump in consumer insolvencies 
warns business against easy credit 
and high-pressure selling. 


WHILE pressure for emergency legisla 
{ion postpones congressional action on 
the proposed complete overhauling of 
our rickety national bankruptcy law, the 
Bureau of Foreign and Domestic Com 
merce continues publication of reports 
on failures. The 
last has to do with wage earners who 
have taken the bankruptcy bath to wash 
away their debts. It is the “first inten- 
sive study ever made of a large number” 
of consumer insolvencies. The dissec- 
tions include 266 cases in Boston be 
tween November, 1930, and June, 1931 

In the order of their frequency, the 
analysis lists the following causes of 
consumer bankruptcies: extravagance, 
evasion of legal judgment for debts, 
avoidance of liabilities on foreclosed 
real estate, decreased income, domestic 


causes and cures of 


risfortune, speculation in stocks or real 
estate, business involvements, dishonesty. 

It is pointed out that, while such in- 
solvencies can generally be prevented, 
they are increasing at an alarming rate. 
The jump between 1920 and 1930 was 
i14°7 ; one hesitates to guess what it has 
been since. Although 77% of the bank 
rupts had no assets and only 2.5% of 
shown assets was actually realized, 
creditors seemed to have accepted their 


losses as inevitable and are a 
ward reform. Consumer cre 
ing instalment selling, was e1 
widen the market for mass 
when wisely applied it is 
sound device. But the report 
that “‘casy credit has been 
means of lessening sales resi 
it is therefore common for 
contract for more payments 
can make. ‘Buy now, pay 
common plea of salesmen.” 
Some antidotes suggested 
Denial of easy discharge to 
debtors; (2) more careful ex 
credit; (3) assistance in 
debtor’s income; (4) 
charge and punishment for 
debtors; (5) cooperation bet) 
agencies on fraudulent buyers 


deni 


Beer Barrel 


Murray offers a steel beer barre 
that looks and handles like th; 
traditional wooden kind. 


THE Corp., Detr 
builder, is to climb 
beer wagon with a new steel | 
developed after months of re 

The new barrel violates tradit 
in its material. It looks, rolls 
dles like a regulation wood 
Its chimes are deep to mak 
familiar to old hands in th 
ness. Its proportions allow 
stacked, cleaned, filled and cor 
standard equipment. 

It has, of course, all modert 
It is formed of rustp: 


MURRAY 
about 


ments 
in two sections, the welded 

tainer and the strong outer sl! 
together provide insulation ag 
and great strength at about 
weight of the conventional va: 


Work for Water 


Conneaut, O., residents will lay 
mains to pay water bills. 


RESIDENTS who haven't paid t 
bills will pay out with labor 
neaut, O. The city will lay 
miles of 16-in. mains, conn 
existing distribution system wit! 
filtration plant to be erected 
mer. There is now owing the « 
$13,000 in delinquent water | 
recruiting the labor force, selc 
be first from among the unem; 
linquents who rent their hous 
unemployed delinquents who 0 
homes; third, those who are 
only 5 or 6 days each month 
The first two classes will rece 
half cash, the other half of w! 
earn to be applied to their bills 
in the third class will be req 
apply all their wages on theit 
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INTERNATIONAL HARVESTER OFFERS MOST COMPLETE 
LINE OF TRUCKS...BACKED BY THE WORLD’S LARGEST 
COMPANY-OWNED TRUCK SERVICE ORGANIZATION 





rd 


\-ton Model D-1; ; 1-ton Model A-2; 
» heelbase 113 in. je wheelbases 136 and 160 in. 





—— 


2-ton Model A-4; wheel- 3-ton Model A-5; wheelbases 
wheelbases 136 and 160 in. bases 145, 170 and 185 in. bases 145,156, 170 and 185 in. 140, 156, 170, 190 and 210 in. 
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L 


@ Ly © 


3+-ton Model A-6 wheelbases 5 to 7%-ton Model A-7; wheel- 7%-ton Model 4-8; wheelbases. 160, 180, 200 
140, 156, 170, 190 and 210 in. bases 160, 180, 200 and 225 in. and 225 in. Shown with semi-trailer. 











INTERNATIONAL HARVESTER COMPANY par Cametien cam Ge Sage 


OF AMERICA and lest Internat ls. Write 
606 S. Michigan Ave. OF AMERICA Chicago, Illinois for perticulars on ony model. 
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STEEL STARTS UP 


output, pushing it almost across the 


profit 


Wide World 


Rising automobile production is quickly reflected in steel 


line. Here are automobile sheets 


being finished at the Otis plant in Cleveland. 


Apples of Discord 


Strict new rules as to lead residue from sprays hold up 
$1 million of western apples and worry fruit and vege- 
table men and insecticide makers. 


million are virtually 
in quarantine in the Yakima and 
Wenatchee districts of Washington. 
Before rclease into interstate commerce 
they must prove that lead residues on 
the skins from sprays used for pest con- 
trol are so small as not to constitute a 
hazard to public health. 

The Department of Agriculture has 
also ruled that a new standard for lead 
permissible on all classes of foods is to 
apply to 1933 production. 

Arsenic from lead arsenate 
was first seriously studied just after the 
war. Apple growers have cooperated, 
though not always enthusiastically, in 
elimination of spray residues. A grad- 
ual tightening of regulations occurred ; 
and the first drastic regulation was 
found necessary in 1926. Since 1931 
not more than 0.01 grain of arsenic 
(As,O;) has been permitted per pound 
of fruit. This is a world-recognized 
standard fixed years ago as a safe limit 
by extensive investigation of a British 
Royal Commission. 

Restrictions Help 

Arsenic residues are reduced by wash- 
ing the apples in a dilute hydrochloric 
solution. The improved appear- 
ince and slightly improved keeping 
qualities of the apples convinced grow- 
ers that the regulations first thought 
burdensome were really constructive. 


APPLES worth $1 


Spray S 


AC id 
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So long as the acid-wash method was 
carefully applied, lead as well as arsenic 
was climinated. Then came an “im- 
proved” process, used first on the apples 
of 1932, fortunately almost exclusively 
in the Yakima and the Wenatchee dis- 
tricts. It used either tri-sodium phos- 
phate, an industrial cleanser, or a soda 
ash solution. 

Arsenic was eliminated; lead was not 
As a result much fruit showed up all 
over the country on which the Depart- 
ment inspectors were alarmed to find 
from 5 to 15 times as much lead as is 
safe. Expert toxicologists in an ad- 
visory committee have recommended 
that 0.014 grain of metallic lead per 
pound of fruit be fixed as a safe limit 

Warning was sent in November by 
the department to leaders in the indus 
try. But the suspected apples continued 
to move here and there. Seizures were 
made by the department. Numerous 
shipments had been condemned and 
destroyed. Now the troubles, and the 
controversy, are very real and pressing. 

Some 2,500 carloads of suspected 
fruit worth over $1 million are still in 
Washington warehouses. State, federal, 
and industry executives have been in 
conference. A tentative agreement has 
been reached. This will be costly but 
apparently inevitably necessary for 
public safety. Samples will be taken 





the 
properly lead-fre 
If the departm 
are convinced that 
shipments is being caref 
ther seizures are unlikely 
Dangerous fruit will be 
If it is only a few thousa 
worth, it will doubtless be 
“Guesstimates” indicate 
$100,000 potential loss | 
of reinspection. If 
prove contaminated, unpackir 
ing with acid, repackaging ( 
ment may be feasible. Rew: 
ever, scientific 
because the first alkaline wa 
new process has so “‘fixed’”’ 
make it extremely difficult t 
Lead Limit Stands 
Assistant Secretary Tugw 
order Apr. 2 announcing tl 
apples but all other food wo 
meet the limitation of 0.014 
lead per pound to avoid s 
tive with the products shipped 
Not « 
A After 


of each lot in 
found 
shipped 


Warcl 


this s 


very 


involves 
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1933 growing season 
growers are protesting 
was asked. But argument 
cure any change in the order 
Insecticide practices are lik 
modified. The 
self is somewhat disturbed 
change in insecticide demand 
sult. There is even some t 
synthetic organic insecticides 
lead arsenate. Entomologists s 
not know enough yet to permit 
casts of feasible effective spr 
dures of that sort. But new 
competition seems a certainty 
though not important this j 


insecticide 1 


Brain Rivalry 
Columbia wing of the Brain Trust 
views with more or less misgiv- 
ings the growing influence o! 
Frankfurter and Harvard. 


Frankfurt 
many 


W ASHINGTON— Felix 
succeeded in putting so 
Harvard men in key positions t Tw 
government that the Columbia sect por 
of the “Brain Trust” is getting ' 
and begins to think of the Bostor Perkir 
fessor as a camel who was pern liti 
get its head under the tent. 
They were hopeful that Fras 
would accept the Solicitor-Gen 
and spend the remainder of this 
istration arguing weighty cases 
the Supreme Court. He was 
this place would be a stepping 
the Supreme Court bench 
goal. tight 
But Frankfurter declined the 
Generalship. This was no time 
to be absorbing himself in la 
Not when traditions are being 
out of the window, the right 
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vised, and a new freedom| 

a a far bigger way than an| 
»f professors, headed by 
lson, ever dreamed. 

r, friends say, still wants 
on the Supreme Court. 
that he will have plenty 

for such an honor. The 

rs of the Brain Trust will 
eager to get him “kicked 
ere he might be expected 
ng the President, than they 
im sidetracked as Solicitor- 


ted Securities Bill 





is young lieutenants, Landis, 
cr of Harvard, and Cohen, | 
ton, drafted Roosevelt's se 
In short, Frankfurter’s | 
haped a measure which will 
ssuance of every bond and | 
‘issued in the future in this | 
1 which will govern the 
f every stock exchange. 
the sort of thing which ap- 
Harvard man at this time, 
-t than arguing constitutional points. 
the whole New Deal is in effect 
the Administration program has 
cen shaped, with Frankfurter’s help— 
that will be time enough, he thinks, to 
placed on the bench. He would have 
e in construing the program. 
harles E. Wyzanski, of Boston, is 
wother of the Frankfurter Harvard 
q As Solicitor of the Labor De- 
partment he may be at the right hand 
' Miss Perkins in administering a con- 
of industry which may easily be- 
e greater than anything we have 
heretofore. Certainly the Brain 
rust so visualizes the program, and 
the apprehension on the part of 
Columbia wing of the Harvard wing 
ng so much influence. 
For there are wheels within wheels 
n the Administration. Miss Perkins, it 
happens, is regarded by the Brain 
rust as being in many ways the most 
tuential with the President of any of 
the cabinet members, though she sits at 
the foot of the cabinet table. 
Why Miss Perkins 
Two important reasons explain her 
portance. One is the tremendous new 
powers proposed. Another is why Miss 
Perkins was appointed. It was not a 
political nor a labor union endorsement 
ich put her in the President's official 
amily. On the contrary, she went there 
1 spite of the opposition of both poli- 
titans and labor leaders. It was the in- 
ence of Mrs. Roosevelt, always ex- 
mely potent with the President on a 
le range of subjects. 
So that having a man at Miss Perkins’ 
1 is having a friend at court 


rust 
isgiv- 


e of 


of all this, it is surprising 
has been so little publicity 
x Frankfurter in connection 
Brain Trust.” 
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To the Executives of Corporations 


Facing — 


REFINANCING o- 
REORGANIZATION 
PROBLEMS 


HE great shrinkage in earning power which all American business has suffered 

during recent years is now making it acutely difficult, and in some case quite im- 
possible, for certain corporations to refund the maturities, or meet the interest of sink- 
ing fund requirements on their outstanding senior securities. 

Business recovery is under way, but it cannot bring about restoration of earning 
power promptly enough to make it possible for all corporations to fulfill the terms 
of their bond indentures—indentures drawn years ago, in many cases, under conditions 
and prospects entirely different from those now obtaining. 

Except in the railroad and agricultural industries, which have been afforded pro- 
tection by special legislation, if the terms of a bond indenture prove unendurable under 
present or near term prospective conditions, a corporation has only two options: to 
present a plan to its bond owners providing temporary relief, accompanied by proper 
compensation for the bond owner's sacrifice; or to allow the security owners to seek 


redress in the courts. 


The latter course is expensive and long protracted; usually it is unnecessarily 


painful to all parties concerned. 


The clients of the STANDARD 
STATISTICS COMPANY began con- 
sulting us relative to problems of this sort 
many months ago. It is natural that they 
should have done so, because such 
matters fall logically within the scope of 
our activity. Our staff of more than a 
thousand trained people is constantly 
gathering, organizing and analyzing 
financial, business and investment in- 
formation of all sorts, and much of this 
information has a direct bearing upon 
reorganization and refinancing situations. 

Accordingly we some time ago estab- 
lished, within our own organization, a 
Corporation Finance Division to care for 
precisely this type of situation. Its serv- 
ices are now being utilized by corpora- 
tions, bond holders’ protective committees, 
bankers, and others who have pertinent 
problems. Its personnel has had wide 
experience in the field of corporation 
finance; its files contain, in carefully 
organized form, the most extensive store 
of information anywhere available rela- 
tive to the details of the reorganization, 
refinancing or readjustment plans which 
have been offered during recent years. 

These records reveal why certain plans 
have been successful, and why certain 
others have failed. They demonstrate 
why it has been possible to execute certain 
plans economically, and why others have 
proved inordinately expensive. They 
show what it is proper or improver to 
attempt to do—and why. 

This is a summarized statement of the 
work our Corporation Finance Division is 
prepared to undertake for corporations, 


\ E INVITE correspondence from those who might benefit from a service in this 
All communications will be treated in the 


field. 


bond holders’ committees, bankers, or 
others, in connection with reorganization 
or refinancing plans. 

First—we make a thorough going ex- 
amination and analysis of a given busi- 
ness situation, to determine what fixed 
charges can be sustained, and whether 
temporary relief is required. 

Second—we develop and present a con 
crete readjustment plan if such a step is 
necessary—a plan drawn, to the best of 
our ability, in fairness to all parties con- 
cerned (to the corporation and its security 
owners alike) and at the same time a 
plan which we believe, in the light of 
our experience, will be acceptable to all 
parties concerned. 

Third—we render continuous 
and help to our client during the period 
of negotiations between bankers, under 
writers, lawyers, security owners, com 
mittees, etc., which always precede the 
final announcement of a_ readjustment 
plan. 

Fourth—we carry out any special in 
vestigation or perform any special serv 
ice, within the limits of our capacity and 
capability, which is corollary to the de- 
velopment or execution of the plan. 

In a word, we perform the necessary 
work that is preliminary to the formula- 
tion of a readjustment plan; we draw 
the plan; and, if it is acceptable to the 
majority of the interested parties, we as- 
sist in every reasonable way in its ex- 
ecution. 

Our fees for this type of work are 
moderate in proportion to the amount and 
quality of the service rendered. 


counsel 


strictest confidence, and such 


communications will, of course, be considered merely preliminary to a personal con- 


ference. Address: 


LAURENCE H. SLOAN, Iice-President (Personal), 


STANDARD Statistics Company, INC. 


The Largest Advisory and Statistical Organization in the World 
345 HUDSON STREET, NEW YORK, N. Y. 





Mortgage Relief 


Insurance companies balk at writing down farm mort- 


gages. 
way. 


THE relief provisions for farm and home 
mortgage debt provided in the two re- 
lief measures whereby $4 billions ts 
made available in exchange for mort- 
gages if they are written down to “'nor- 
mal values’’ are now beginning to hit 
snags. The insurance companies, after 
a session with Mr. Morgenthau, an- 
nounce that “they must be governed by 
the welfare of policy holders” and 
“there would be no wholesale offering 
of insurance company mortgages for 
bonds,” since they believe that most of 
their mortgages will eventually pay out. 

The representatives of the insurance 
companies expressed interest in the in- 
terpretation of ‘normal value’ as ap- 
plied to land against which the mort- 
gages have been drawn. It was ex- 
plained that the value would be deter- 
mined by Land Bank appraisers and 
would not be “distress sale value’’ but 
would be based ‘on the productive value 
of the land over a period of years.” 
Farm. credit officials emphasized that in 
any case where a mortgage holder ac- 
cepted a scaledown in price equal to the 
ditterence in the Land Bank bonds and 
the mortgage taken in exchange, he 
would not be permitted to take a second 
for any part of the difference. The 
purpose of the act, authorizing the emer- 
gency refinancing, was that the farmer- 
borrower would get the benefit of any 
reduction of principal. 

Loan Applications Mount 

Of course the announcement of the 
insurance companies need not be taken 
as a failure of the provision. The in 
surance companies and other mortgage 
holders will avail themselves of the 
provisions of the bill when they find it 
to their interest. Borrowers whose mort- 
gages were taken by the National Farm 
Loan Association are applying for direct 
loans, in increasing numbers. 

Mr. Morgenthau announced that the 
distribution of $200 millions of R.F.C. 
money made available as loans to farm 
ers on second mortgage security com- 
menced May 15. Nine agents have been 
receiving instructions at Washington 
and have set out to organize the dis- 
tribution of this fund 

The foreclosure truce asked 
Mr. Roosevelt has received the endorse 
ment of the insurance companies and 
other important mortgage institutions 

Home owners continue to agitate for 
more liberal mortgage provisions and 
to denounce the existing bill as inad- 
equate. They argue that no relief ts 
provided for the largest paid-in equity 


for by 
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Second mortgage loans to farmers get under 
Home owners continue agitation for better terms. 


and that as things stand today the bill 
actually insures the first mortgage holder 
his full amount; gives no relief to the 
thrifty home owner who has paid if a 
large equity but has lost a large portion 
of it; and that only the worst mortgages 
will qualify for exchange. The yearly 
charges under the Administration's plan, 
even with the reduction of principal, 
will be higher than existing charges be- 
cause the home owner will be forced to 
amortize the first mortgage. Moreover, 
the 80% loan value of these properties 
which qualify will permit no margin for 
further borrowing, and therefore the 
provision for the 3-year moratorium on 
payment of interest and principal, and 
payment of back taxes and interest will 
be of no benefit to home owners. 

The bill applies only to first mort- 
gages and therefore offers no induce- 
ment to holders of second mortgages to 
subordinate them to the Administra- 
tion's plan, nor does it provide the gov- 
ernment with any powers that compel 
compliance, other than the threat of 
foreclosure. To obtain the consent of 
the second mortgage holder, who must 
find it to his advantage to be stubborn, 
the government must the 
home owner. 

The home owners also object to the 
5% interest charge to the home owner 


dispossess 


WISCONSIN ROADS ARE WHITE 


as exorbitant and hold tl 
maximum loan set for ho 
for relief, discriminates | 
owners in larger cities 
Home owners deman 
should permit them to ret 
of their homes by the ; 
projected moratorium durir 
gency; that there be a r 
the home owners’ paid-ir 
extension of credit enablir 
taxes, to make essential 1 ’ g 
interest owed and imper 
present emergency; a cut 
rate to 39% ; and that all « 
homes in cities, farms 
should be covered by the | 


Milk War and Peace 


New York settles a milk 


Wisconsin fights one. 


Mip-May has sent the d 
back to the milk wars as | 
governmental diplomacy — 
the fighting to one front ar 
its operations there. New 
threatened strike was head« 
new Milk Control Board 
that, when necessity drove 
faster than it had thought. 
warring on the west front | 
waukee beleaguered, Chicag 
escaped a siege through a 
move to raise prices on the 


strike 


tear gas and officers to dump such truck loads as dared te run th 





George Peek will endeavor t su 

a peace protecting all interest | 

be the first application of | 

federal farm relief administrat 

New York's strike was set ! 
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Dairymen struck for higher pr 
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rs who were demanding 33¢ 


- their milk regardless of use 

told the Milk Control Board | 
neces in consumer prices were 

enough ; that its contention that | 


inces would be passed back to| 


by the dealers were all ver 
they had had some experience 
dealers. The board had replied | 
»roblem was too complicated ti 
1 by a flat price on milk that 
to the ‘hee into butter, int 
und into other dairy products al 
» at different prices, that reaches 
rket over widely differing freight 
Members had reiterated thei 
yn that boosting the consumer's 
vas sufficient. 
The Board Surrenders 
) lebate continued to within 2 days 
eace f the strike date; so did the prepara 
tions for rebellion. Health Commis 
strike sioner Shirley Wynne of New York City 
nced that, in case of trouble, he 
enlarge the metropolitan milk 
permit shipments from as fas 
Wisconsin. Then, on May 10, 
mtrol Board capitulated with the 
uincement that, beginning May 15, 
vould enforce fixed producers’ prices 
not the impractical flat price but a| WHAT 1S SHOP-TESTING? 
assified schedule of charges based on a 
figure of 4¢ a quart ($1.88 per cwt.) 
for Class 1 fluid milk shipped from any 
point within 200 miles of the metro 
nolitan area. At the same time it| Itis the additiona/step— beyond all the ordinary tests— taken to mak 
thoughtfully raised the New York con-| Chieftain Bond (and all the papers bearing the Owl watermark) be 
mer’s price another cent, sticking him 
a quart for Grade B and 14¢ for| 
le A. The dealer is to pass price | Whe manew run < f paper comes off t th 1e paper mact fill 
sts back to the consumer at any rate product to most people) its testing days are not yet « 
Wisconsin, lacking any such well- ; ; 
ned control authority, struggles in| 
throes of a milk strike affecting 14| because of ordinary conditions. There they are 
unties and converging on the Mil 
waukee market. Red Cross trucks neve 
been used to break the cordon of em 
battled farmers whose determination to| ticular, manufacturing changes are mé 
force higher prices by violence has not} 
been weakened by the failure of the 
Farmers’ Holiday Association to go} ance that it will meet your most exacting requiren 
along with them. Announcement that! <ixteen colors and white. An interesting demons 
the latter organization had postponed its 
walkout to give federal relief. measures | 
a chance to show what they could do| 
was followed in Wisconsin by the burn- | 
ing of its leader, Milo Reno, in effigy. 
Chicagoans Keep the Peace 
Fears that the nearby disturbances 
would affect Chicago's milk supply have 
been quieted by the decision of Chicago 
distributor members of the Milk Coun- 
cil to raise prices from 9¢ to 10¢ a 
Independents controlling the 
' 5% of the city’s consumption are 
going up from 8¢ to 9¢ a quart. It is 
understood that this will work out to 
give the farmers from $1.45 to $1.7 
per cwt. Chicago distributors are also 
in erence with federal authorities in 
the expectation that Mr. Peek will take! 
! in stabilizing milk prices 
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Farm Reliever 


George Nelson Peek, who went to the wartime school of 
price-fixing, hopes to handle the farm problem without 


mishandling industry. 


Mr. Roosevect’s Farm Relief Bill be- 
comes a law to the accompaniment of 
mid-continent huzzas and muted hisses. 
The question now is how and by whom 
it will be administered. Business men 
of conservative persuasion have accused 
the President's Brain Trust of stunt fly- 
ing with the ship of state. These will 
be comforted to Rats that the adminis- 
trator chosen to apply the new law under 
the supervision of Secretary of Agricul- 
ture Wallace is a business executive of 
long practical experience, that he does 
not approve all the ramifications of the 
measure, that he is determined to in- 
terfere as little as possible with estab- 
lished processes of industries affected. 

George Nelson Peek is the adminis- 
trator's name. His inaugural statement 
is characteristically forthright, lacking 
both in unguents for those the bill will 
hurt and soft-soap for those it is de- 
signed to help. ‘Agriculture must be 
restored to its place in the nation’s life, 
not only for the sake of the farmer but 
for the general welfare.’’ The route is 
through reduction of excess acreage and 
higher farm prices. Peek’s job is to 
lift the latter until they buy ‘‘as much 
of industrial products as they did before 
the war,” and to keep them at that level 
Unless farmers cooperate this cannot be 
done. Food and_ textile industries 
(which must produce levies for the 
farmer's benefit when crops are proc- 
essed) are asked to determine upon 
methods which will interfere as little as 
possible with habitual activities. 

Letting the Farmer In 

The public, which must foot the bill 
for farm recovery, is reminded that Mr. 
Peek is determined to right a social 
wrong—to correct the “false theory that 
the urban half of our population could 
enjoy the Benefits of an artificial protec- 
tive system, leaving the rural half 
largely outside the benefits of that par- 
ticular device.” 

The bill hopes to assist 15 million 
farmers. Some 2 millions of these are 
in the dairy field. Many there be who 
cry over the spilt milk of sectional con- 
flict. While production is seized and 
sloshed over country highways to keep 
it off the market (BW’—Apr26;May 
12°33), haggered bread lines and under- 
fed city children assert their right to 
life. Here is the point chosen by Farm 
Bill executives for initial attack. Milk 
dealers, producers, are now conferring 
with Secretary Wallace and Mr. Peek 

Probably such words as ‘“‘dictator” 
and “czar” will be hurled Peekward. 
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Certainly he and his associates will not 
be daunted thereby. They come into 
these troubled times with cuticles tough- 
ened by war price-fixing experiences. 
To their ears the thumping sound made 
by an autocratic club on a stubborn pate 
is neither new nor frightening. Mr. 
Peek’s co-administrator is 54-year-old, 
wide-jawed Charles John Brand, spe- 
cialist in farm marketing. He has made 
many investigations for the U. S. De- 
partment of Agriculture, headed the 
Bureau of Markets from 1913 to 1919. 

Should these two waver they may 
requisition the accumulated wisdom of 
Frank O. Lowden and Bernard Baruch, 
who have plighted their cooperation to 
Secretary Wallace. Mr. Lowden is ex- 
governor of Illinois, an expert on farm- 
ing, a Republican who had powerful 
agricultural backing in his bid for the 
presidential nomination in 1920 and in 
1928. Conservative ideas have kept Mr. 
Baruch on the fringe of the Roosevelt 
councils, but he enjoyed full confidence 
of President Wilson, who made him 
chairman of the all-powerful War In- 
dustries Board. Here his destiny im- 
pinged upon that of Peek, also a member. 

In spite of his 60 years, George Nel- 


son Peek is 


a hard-fisted fig 


was chosen for the present jot 


tary Wallace, 
ecutive to administer a 
must feel its way as it 


who wants a pi 
mea 


vo 


Peek'’s background and sympat 


with the farm. 


By turns he | 


business executive, production 
credit manager, salesman, col! 


fessor. 


He was born in Illing 
up in Omaha. 


Positions with | 


Co., John Deere Co., the Molli 
Co. sharpened his natural int 
agricultural credit and markets 


retically he 
ganizations ; 


tracks with the { 
in organization 


agement he is with big business 
Price Pyrotechnics 

War memories will connect |! 
the short and violent career of 


dustrial Board. 


While Preside: 


son was attending peace confer 


Paris, Secrets 
formed this body. 


ary of Commerce | 
It was to brit 


price adjustments from war le\ 


revive 


Peek was ma 


internal 


industrial px 


ade chairman. H« 


at agreements with steel manuf: 
whereat the fireworks began. D 


General 
ministration, 


and vociferously. 


Secretary of 
at the Peek 


Hines, 


of the Railro 

rejected the prices pr 
Carter Glass 
the Treasury, blasted 
board. The uproar 


abruptly when Attorney-General | 
decided that the board's agreements \ 


illegal. It 


dissolved immediat 


Mr. Peek’s parting salvos long \ 


remembered. 











THEY'LL RUN THE FARM ACT—George N. Peek (left) and Secretar) 


Agriculture Wallace talk over the administration of farm relief. 
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Housing 


{ecumulated shortage in home 
building is 500,000 units, and 
29 800 millions, Commerce De- 
a Chicago conference. 





partment tells 
' 





N aL HousiING CONFERENCI 


1 process of organization, 
of the recent National Con 
the Renewal of Home Build- 
n Chicago. Alfred K. Stern 

s Rosenwald Fund heads the 
to set it up. 
vy organization is to provide | 
rters, to be a center of plan- 
thought. It will coordinate 

existing organizations and 

x! to supersede or unite some 

4t the Chicago conference were 534} 

e from 73 cities in 16 states J 
soule Warterfield, vice-president of Star 

Co., chairman, remarked 

present men who had 

never sit in the same 
The desire to work 
strong. This was the 
ne, for example, that Sears, Roc 
Co. ever sat in a building in 
y gathering. 
Figuring the Shortage 
nes $. Taylor, chief of the Division 
Building and Housing of the U. S$ 
nt of Commerce, after a sur 
luded that there 1s now a short 
of 500,000 residential units, after 
for decrease in the rate of 
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ion growth and cessation of the 
ment from farms to cities. He 
ted that, if present con- 
e, the accumulated shortage in resi 
onstruction will by the end of 
alendar year be $2,800 millions 
For the time being this shortage ts 
and an apparent surplus 
to two main factors (1) 
Doubling up by families who are hud- 
led together to save rent. These will 
indouble’”” just as soon as 
tord to do so. (2) Lack of doubling 
that is, postponed marriages. For| 
the nation as a whole, marriages are off | 
“, over 200,000 a year. In some 
cities they are off 50%. In St. Louis, 
vacancies are 32,000, while the accumu- 
ited marriage shortage is 20,000 
Garden Homes Wanted 
The big demand, as Mf. Taylor's 
1estionnaire brings out, will be for 
ndividual homes under $5,000, particu- 
arly those with sizeable vegetable gar- 
fens adjoining. 
symposium, orthodox vs. unusual 
me building methods, attracted much 
it Proponents of various types 
refabricated houses presented their 
ses. It was apparent, however, that 
the probable changes are not as revolu- 
is many have been led to expect, 
improvements that are being 
standard methods and mate- 
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LEADERS 


Over 175 leading broadcasting stations are now using Western 
Electric equipment. They know it transmits programs more clearly 
and naturally, for your complete enjoyment. 

Out of 50 years of Bell Telephone making has come Western 
Electric equipment to meet every need of broadcasting stations — 
from smallest to largest. Microphones, speech input equipment, 
transmitters, amplifiers, vacuum tubes, reproducer sets — all the 
complex apparatus so vital in putting programs on the air right. 

Western Electric has made valuable contributions in many 
other fields, too: aviation communication, talking pictures, sound 
amplifying and distributing, aids for the hard-of-hearing. Constant 
pioneering maintains this leadership in Sound. 


Western Elecfric 
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THE GOVERNOR’S LADY—Mrs. 


TY AY 


: 
: 


Gifford Pinchot, wife of the Governor of 


Pennsylvania, marches in the picket line with the young workers of Northampton 


in their strike against sweatshop conditions. 


P.S.—They won the strike. 


Detroit Pays the Piper 


Caught between taxpayers and bondholders, the motor 
capital faces the threat of a dictatorship—by bankers of 
all people. 


DETROIT is viewing with mixed emo- 
tions the imminence of a financial dic- 
tatorship of its city government. Stag- 
gering under a debt service which takes 
over 60% of its normal budget, but 
which actually absorbs a considerably 
larger share because of the high tax 
delinquency (37%), it is seeking des- 
perately to ease out from under an im- 
possible situation. 

Its larger bondholders have been 
persuaded to agree to an elimination of 
$15,767,000 in debt service from the 
1933-1934 budget. The Council passed 
a $52,645,000 levy which omitted that 
sum (but not $12 millions of what the 
Board of Commerce calls ‘‘condoned ex- 
travagance’’). Mayor Murphy upped 
the levy to over $68 millions because of 
a state law and charter provisions mak- 
ing the inclusion of all debt service 
mandatory. There the argument now 
stands with Detroit lacking money to 
pay employees until July 1 unless it 
issues more tax-anticipation scrip, and 
facing a tax bill in excess of $30 per 
thousand in the next fiscal year. 

The city is paying the piper for its 
wild expansion in the boom years. It 
financed improvements and develop- 
ments of subdivisions by the tens of 
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millions through bond issues which now 
are falling due, without money in the 
municipal treasury to pay them and, at 
the same time, keep the necessary gov- 
ernmental service wheels turning. The 
municipal government was struck by the 
same real estate cyclone which hit its 
banks. 

However one may look at it, Detroit 
couldn't be much worse off. If its tax 
bill is raised, the taxpayers probably will 
rebel and many who can pay what they 
owe the city will refuse to. If the tax 
bill isn’t raised, the debt service will 
have to be omitted and bondholders may 
appeal to the courts to compel the city 
to levy taxes covering their legitimate 
claims. In either case the city is tread- 
ing perilously close to bankruptcy. 

Passage at Washington of the Munic- 
ipal Debtors’ Bill urged by Mayor Mur- 
phy to provide a moratorium on munici- 
pal debt service would offer a way out. 
But there is a Municipal Dictatorship 
Bill at Lansing that sends shivers down 
the backs of Detroit politicians. It 
would set up a board of 3 fiscal super- 
visors appointed by the Governor with 
the advice and consent of the Senate. 
This board would have: (1) full con- 
trol of all city officials and employees, 


including power to fix sal 
dismiss workers; (2) auth: 
and collect taxes and apply 
as they deem necessary; | 
fix rates charged by water 
partment of street railwa 
municipal utilities; (4) rig 
and compensate the indebt 
city and sell any of its ass 
erty; (5) blanket power to 
city affairs without regard for 
tion imposed by the city 
default by the city of its 
would be equivalent to an « 
Governor to take over 
through this commission. 
Wall Street in the © 

The dictatorship natural!; 
in the hands of Detroit's cr: 
many Detroiters, including } 
phy and some of the Counci! 
New York bankers. Just 1 
has a severe case of ba 
Many citizens still are ready 
that Wall Street controls t! 
tional Bank of Detroit, jo: 
by General Motors and the | 
have Wall Street control its 
activities would be the last st 

They point to Fall River, 
horrible example of what ha; 
a municipal dictatorship is set 
River had its government tak 
its own hands by the stat 
under a law similar to the on 
in Michigan, and reposed in 
sion supposedly dictated 
bankers. This has restored 
credit, has resulted in a muc! 
cient and economical gove: 
vorced from local politics. | 
the ointment is a boost in t 
to $43.70 per $1,000. 

Detroit is now seeking fro: 
lature authority to reopen its $ 
budget to relieve the taxpay 
millions in debt service if 
funding negotiations are con 
refund a portion of interest 
through 1936, and to extend | 
refunding period for certain « 
years. Even if the entire 
adopted, the plan has to be a 
the city’s creditors and the 
desire to cut interest rates to 
refunding program will not be 
to creditors. 

Business Intervene 

Early in April the Lansing ' 
tives (lobbyists) of 10 of 
powerful trade and civic orga! 
in Michigan issued a joint ma: 
manding that the Governor |! 
“broad emergency powers . 
end that the most econom! 
made of available funds.” 1 
ers were to be used either in 
or local crises. Legislation ps 
this group and the measures pri 
the Municipal Dictatorship B: 
tually the same. 

There is a growing suspicio’ 
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Hlistt ucEivorney , For exactly a year now FOOD 
Director of aiverti: 4 er INDUSTRIES has presented ex- 
amples of what can be achieved 

esR3 even in hard times when adver- 
tising is kept on the job. The 

advertising of the following 


companies has been discussed to 
date: Pressed Steel Tank Com- 
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average Detroit taxpayer is far less ex- 
cited than the politicians about his city’s 
being run by so-called outsiders. Seeing 


no relief in sight, he is eager for a new 
deal in municipal as well as national 


government. He has everything to gain 
and nothing to lose. Why not try it? 
Perhaps he will get a chance to try it if 
the situation remains as hopelessly mud- 
dled as at present. 


Railroad Bill—Orphan 


Carriers, shippers and workers alike disclaim the rail 
relief measure now lying on the Congressional doorstep. 
Even Mr. Eastman is reluctant. 


Nosopy really wants President Roose- 
velt’s railroad coordination bill. In the 
form in which it was finally submitted 
to Congress it is nobody's child. It is 
the only Administration measure that 
does not have in back of it some large 
popular demand. Railroads and shippers 
do not wish to appear in opposition, but 
they will accept it only after trying to 
pull most of its teeth. The railroad labor 
organizations will fight it to a finish, 
but their opposition assumes that it 
would have a much more drastic effect 
in separating men from jobs than now 
appears to be likely. Amendments added 
in the early stages of the legislation to 
save face with labor probably will be 
eliminated when House and Senate 
drafts are finally reconciled. Obedient 
to the President’s wish, Administration 
wheelhorses on the Hill will deliver a 
law to the White House without much 
delay and without much damage in 
transit. The bill lost most of its punch 
before it was messaged to Congress. 

With his hands tied by instructions 
to do nothing without consulting the 
railroad brotherhoods, the state commis- 
sions, and other political bodies, Joseph 
B. Eastman approaches his job as Fed- 
eral Coordinator of Transportation with 
reluctance. Tact, cajolery, and threats to 
use public opinion are his principal wea- 
pons. The coordinator, says Mr. East- 
man, is in no sense a czar of the rail 
roads. But he expects the railroads to 
cooperate; if mot 100%, at least in a 
very large measure. 

Stripping the Coordinator 

During the hearings on the bill, the 
railroads did not suggest any modifica- 
tion of the coordinator’s powers. The 
shippers, however, proposed to divest 
him of authority to order on his own 
initiative changes in operation to bring 
about coordination of competing serv- 
ices. This would permit him to act only 
on proposals submitted by the carriers. 
It was generally agreed that the coordi- 
nator’s orders should become effective 
only on 20 days’ notice, in order to give 
time for protest or appeal. All orders 
may be suspended by the Interstate Com- 
merce Commission on appeal and may 
be carried beyond the commission to the 
courts. 
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The railroads concentrated their at- 
tack on provisions of the bill instructing 
the commission not to permit any road to 
borrow from the Reconstruction Finance 
Corp. or to issue more bonds if, in its 
judgment, the company cannot survive 
the depression without reorganizing. 
The railroads want this provision to 
come out of the bill, but failing that, 
feel that a carrier’s prospect of surviving 
under normal conditions should be the 
test of financial assistance from the gov- 
ernment. As for the issuance of bonds, 
the railroads assert that Congress 
shouldn't go out of its way to foreclose 
whatever opportunity there may be for 
a railroad to take care of its own 
financing. 

The railroads evidently have not taken 
advantage of the Hoover debt relief law 
with as much celerity as the I.C.C. would 
like, as instructions were issued this 
week explaining how creditors of a rail- 


road can act to bring about 
tion. The commission's 
schedule of reorganizatior 
16; so far only 5 have con 
judge. 

Consideration of the coor 
on the Hill revolved most! 
threat to the jobs of railroa 
Commissioner Eastman put | 
the spot when he stated 

economies in operation 
mean reduction in labor 

for alleviating this situati: 
ment allowances or pens 
similar scheme will to that 
vent realization of the savir 

To ease the blow and 
labor slack Eastman sug, 
spread elimination of ra 
crossings at public expense 
tentatively included in the 
bill but has since been eli: 
also suggested extension of 
credit to enable the railroads 
deferred maintenance, now 
behind. 

Bondholders Benefit 

Many Congressmen are 
hard to swallow the fact 
savings from coordinating op 
very large, they will all go t 
road bondholders. The rail: 
Organizations have propos: 
ments that would force a ra 
financial reorganization to re 
charges before it could part 
any coordination plans. But 
man pointed out that financi 
not confined to overcapitall 


RAIL TO ROAD--The German Railways have developed a multi-wheel: 


tired “dolly” which slides under a freight car, rolls it away. 


German 


of course. are about half the size of American freight cars. 
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; roads which 

ital in extravagant ventures 
‘Solons like Huey Long, Brookhart 
were impressed in spite o 


have squandered 


{ 


es by Eastman’s statement tha’ 

little or no water in the rail 
‘ :pitalization of $19 billions 
He m that the commission's est: 


actual cost of railroad pro; 
fter subtracting depreciation, was 
ns at the close of 1930 


Hitlerizing Industry 


First details of Nazi economic pro- 
cram indicate industry will be de- 
“little man”  pro- 








eentralized, 




























| . 
oN SARE GENTLEMEN: No longer need 


Two concrete policies which 


vebeomine oven depre) YOUR industry be ha rassed by a 
destructive minority! 


IRED executives, tired boards. tired committees—at 


grips with the relentless economic problems of recent 


Hitler's vagueness On economic policies 
Every government program will ap 
be shaped primarily for th« 
n of the middle class. Ger 
will see a strong trend toward 
decentralization of large industrial and 
indising concerns. 

[hese developments are no longer a} 

tter merely of speculation. Since the 
first of May, the government has de 
creed that no new retail stores can be | 
opened for the next 6 months Hitler | 

| 2 purposes in mind when he issued | 
this decree. For a long time there has 
been a popular demand in Germany for} 
some sort of restriction on big retail | 
establishments and on the opening of | 

w small units. Old-time retailers! 
claim the market is saturated. In the! 
present state of curtailed buying power, | 
this ts probably true. But Hitler is 

vare that thousands of people who 
have been thrown out of their jobs be-| 
cause they are Jews or because they are 
unpopular politically, are trying to re- 
build their lives by Opening small retail 
The “embargo” is specifically 
destined to meet this new competition. 

lf Hitler is winning popularity among 
small retailers by this prohibition, he is 
less popular among the unemployed 
salespeople who see in the curtailment | 
of new shops a dwindling chance of 
nding employment, and among the 
real estate people who realize that the 
last chance of having the “To Let”’ signs | 
removed from their store windows has 
now vanished. 

There is another “embargo,” this onc 
against premiums. More than a year 
ago a law was passed in Germany, de- 
manding that the manufacturer or dis- 
tributor give his customer the oppor- 


SHOPS 





nity of cashing his premium in goods 
f At the time, it was felt 
provision would expose the 
of the product sold and put 
€ shady merchandising. 

Now Hitler has decreed that no wd 


in money 





years, forced by the laws of self-preservation to find ways 


to industrial stabilization, to market development, to the 


elimination of unfair trade practices—can now take new 


heart. 


Thanks to the courageous re- 
covery policies of the Admin- 
istration and the promise of 
prompt, vigorous action by 
the Congress, business beck- 
ons the end of predatory in- 
dividualism. 


No longer may the irresponsi- 
ble few disrupt and tear down 
trade and industrial policies 
conceived in the public inter- 
est. Sound, cooperative group 
effort can now be developed 
and maintained free from the 
hazards of unethical or un- 
fair competition. Any busi- 
ness, or group of businesses, 
that ignores this new high- 
way to employment stability 
and just reward for industry 
alone shall be at fault. 


ASSOCIATION 


230 Park Avenue 


OUR ASSOCIATION MANAGEMENT SERVICES EMBRACE: 


of industry stabilization; standards of practice; 


MANAGEMENT, 


Philip O. Deitsch President 


How about your trade asso- 
ciation? Is it capable of 
planning and executing the 
full realization of this new 
deal for you? Do you de- 
mand, and can you 
larger and more practical re- 
turns from your investment 


in association effort? 


expect, 


Association Management 
Inc.. will be glad to consult 
with principal executives 
concerned either with the 
prompt formation of an ade- 
quate trade group for their 
industry, or with rehabilita- 
tion and vitalizing an exist- 
ing association in line with 
this timely opportunity for 
“Planned Progress Through 
Group Effort.” 


INC. 
New York, N. Y. 


Programs 
establishment of self-regula- 


tion; provision for arbitration; cost finding and budgetary control; cross- 
licensing of patents; defeat of unlawful price discrimination, unwarranted 


; 


discounts and allowances, secret rebates, unfair discrimination in freight 
matters; legislative acts; cooperative merchandising and advertising; group 
action on sales problems; protection of industry from aggressive acts of 


other groups, development of fair relations between employer and employee. j 











miums are to be given after Jan. 1, 
1934; and until that time, all bonus 
promises can be cashed in goods or 
money. 

The second definite economic policy 
which leaders foresee in the Nazi pro- 
gram is illustrated in the shipping 
split-up. It is only a little more than 3 
years since Germany's 2 great shipping 
companies—North German Lloyd and 
Hamburg American—were brought to- 
gether in a vast pooling agreement de- 
signed to prevent wasteful competition 
and to improve Germany's competitive 
position in the tense struggle for world 
cargoes. More than 80% of all the 
German merchant marine was affected. 
The agreement was to last for 50 years 
(BW—Apr2’30). 

The scheme was never fully operative, 
and the results weren't too good. Fric 
tion between Hamburg and Bremen, 
Germany's 2 great ports, was sharp. So 
were the rivalries between the executive 
personnel of the 2 lines. 

Hitler is putting an end to the plan 
before it is 5 years old. The Nazi policy 
is opposed to huge capitalistic units. 
Lloyd and Hapag will again be split up. 
It is probable that even the small units 
which have been absorbed by the big 
companies in the last 10 years will be 
once more enfranchised as independent 
units. Regional services will be redis- 
tributed between the 2 big lines. 

Only in the North Atlantic will there 
remain any sign of the old cooperative 
arrangement. Schedules will be regu- 
lated on a rational basis. If the com- 
panies want a similar plan elsewhere it 
is not prohibited. 

Subsidy Promised 

Further, there is to be a government 
subsidy for the shipping lines in the 
form of a bonus proportionate to the 
amounts earned in foreign currencies 
This ts to compensate for advantages 
which competitors gain from paying ex- 
penses in depreciated currencies. Ac- 
cording to a recent census, the German 
mercantile marine earned last year nearly 
$60 millions in foreign currency. A 
bonus of 20% on this amount would 
produce nearly $13 millions as the gov- 
ernment’s aid to the industry. 

There is a second form of financial 
relief. German shipping is to be freed 
from all social insurance contributions. 
These will be paid by the government, 
will total about $5 millions. 

This government supervision of de- 
centralization is not confined to the ship- 
ping industry. A similar movement has 
lately become manifest in the steel in- 
dustry. It is led by the metal-working 
industries, whose main grievance has al- 
ways been that the big steel concerns 
have in the course of time made work 
ing alliances with factories to which 
they have supplied semi-manufactured 
products at lower prices than the official 
cartel prices which the independent 
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manufacturer has to pay. Under strong 
Nazi pressure, steel makers have passed 
a resolution to the effect that in future 
they will supply their own afhliates and 
metal-working plants at exactly the same 
prices and terms as their independent 
customers. 

Whether or not this plan can soon be 
made wholly effective, it has for some 
time been common opinion in the indus- 
try that concerns like the Steel Trust 
(Vereinigte Stahlwerke) have been 
overcentralized and that their breakup 


into smaller units is desi; 
likely to be speeded un 
This is a summary of ¢! 
of economic policy which H 
far revealed. It is obvio 
wards the sort of governn 
which Mussolini has deve 
It is not altogether unlike 
contemplated in the U; 
Government supervision 
firm now. Eventually it w 
through a “‘corporate’’ org 
ilar to the Italian model 


Germany Watches the Dollar 


International cooperation and a rigid control of foreicy 
exchange still give the mark the semblance of a ¢o)( 


standard currency. 


But Germans are speculating op 


what is going to happen in the next few weeks. 


BeRLIN—Financial Germany has natu- 
rally been devoting a good deal of at- 
tention to the fluctuations of the dollar 
in the last few weeks. Although public 
reaction to the American gold export 
embargo is very much the same as 
during the temporary depreciation of 
the dollar at the end of March, there 
are certain characteristic differences 
which deserve to be noted. 

Bankers and spokesmen of the gov- 
ernment are insistent that the mark is 
not to be allowed to drift with the 
dollar. There are several reasons. 

It is true that depreciation of the 
dollar is likely to strengthen American 
competition with German exports in 


“GENTLEMAN TO LONDON”—Dr. Rosenberg (left), 
foreign policy and envoy to England, met with rebuffs. 
a gentleman to London who was treated like a churl.” Britishers said. 
phrases failed to impress his English hearers, who have an instinctive di 
propaganda as a normal instrument of policy.” 


foreign markets, notabl; 
America. It must, howe, 
sidered that the ‘dumping 
American policy is not lik 
pronounced as in the case 
sterling and the yen. In 
Britain, which has manag 
price and wage level low 
derive the full advantage fr 
preciation of the pound fo 
industries, it is the avow 
the American government 
domestic prices by this and 
ures. As these internal fa 
production costs, the pric« 
the dollar will be largely : 
as foreign trade is concern 


Hitler's chief 
Germans said th 
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Whatever damage German export 
; may suffer from the increased 
in competition, this is considered 
cant compared with the disas- 

“ect which an abandonment of 

standard by Germany would 
on savings in Germany, where 

‘are exceedingly susceptible to 

-» inflation danger. Hitler and his 

; have always accused the over- 
Marxist system” with having 

| the “small man” of his hard- 
savings by means of inflation. 
int is again being stressed in 
oficial communiqué which has 
widely circularized here by the of- 
Wolff's Agency. In the statement, 
a quotation from Dr. Hjalmar 
t's recent address at the stock- 


industt 
America 
insign 
trou>s 
the £ 


nave 


eign meeting of the Reichsbank: 

é ur savings depositors should know 
gold that the Reichsbank will always be at its 
, on nost whenever it is necessary to defend 


rning and savings of the pro- 
classes of the people.” 
Back to the Mark 
will probably be of interest to 
erican exporters that their German 
netitors who have been in the habit 
elling abroad in dollars in the last 
irs stand to lose seriously from 
lepreciation of all outstanding balances. 
It is expected here that export trans- 
tions will be increasingly put on a 
mark basis. 
There are gains for Germany in the 
iffair. Theoretically, raw mate- 
should be cheaper for Germans 
g as the mark is on the old gold 
It is likely that this advantage 
ll be offset by a rise of domestic 
1 America. 
Germany's foreign indebtedness to 
United States—which totals about 
is the point in the figuring 
where Germans turn cheerful now that 
lollar is sinking. Undoubtedly the 
rden of commercial and bank debts 
mericans covered by the “‘stand- 
greement” will be reduced since 
¢ “gold clause” seldom applies in this 


$2 billions 


The Gold Clause 

The position is not quite so clear 
in regard to long-term debts. Most, 
if not all of these are covered by a 
gold clause. But German business opin- 
ion is already questioning the validity 
of this clause. The official statement 
already referred to points out that it 
is difficult to see how a country can 
teduce by law the gold value of its 
obligations and at the same time de- 
mand payment of amounts due to it 
in gold. Opinions of Dutch authorities 

international law are also exten- 

ly quoted by the German press to 
prove that the gold clause would not 
‘pply in this case, especially if the 


American government should abolish 


eg 1 clause in respect of its domes- 


ns 








13,200 Associated Lives Insured 
for $53,651,000 


ORE than 13,000 Associated employees have 
their lives insured for a total of $53,651,000 
under the Associated Employees Insurance Plan. 

Since the plan has been in effect, $733,500 in 
death and disability benefits has been paid. By 
far the greater portion of these payments represents 
assistance which the families of deceased or disabled 
employees would have lacked entirely. 

0°% of Employees Insured 
Each subscribing employee receives ordinary life 
insurance equal approximately to his annual earn- 
ings and participation in a group policy for a similar 
amount. He is thus insured for an amount equal to 
twice his annual pay. 

Subscription by employees was voluntary. Representatives 
of insurance companies doubted that 75% would participate. 
More than 90°;, subscribed. 

One insurance magazine described the Associated Plan as 
“an achievement unparalleled in insurance his- 
tory.” It has helped meet a widespread need for 
insurance among Associated employees, and to 
that extent has made them better employees. Bet- 
ter employees means better service for the public. 


ASSOCIATED GAS & ELECTRIC SYSTEM 


61 Broadway ... New York 








Why 


have more than 5000 business 
conceins started our Group or 
Wholesale life insurance for 
their employees since 1929? 


High Spots 


. - in the publishing phi- 
losophy and performance 
of The Business Week. 
The editorial aims, circu- 


This is roughly twice as many 
as applied to us in any similar 
period before that well-known 








lation standards and ad- 
vertising values of the 
paper, set forth briefly in 
an attractive booklet. A 
copy will be mailed to ad- 
vertising men and other 
properly interested per- 
sons, upon request. 


Advertising Department 
THE BUSINESS WEEK 


330 West 42nd St. 
New York City 








year. 


Employers who have no such 
plan may be surprised at this 
statement. They are invited to 
ask us “the reasons why.” 
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Business Abroad 


Markets recover from war scare. 
Conference tempered, bu’ not lost. 


Confidence in World 
New developments 


emphasize necessity for tolerant cooperation at London. 
Gold clause, trade pacts, fresh moratorium in news. 


: 
Kurope 
EUROPEAN News Bureau (Cable) 
All Europe picked up its evening news- 
papers on 
pondered over the statement from Presi- 
dent Roosevelt. Everyone was nervous, 
but it was reassuring 
On Wednesday, the 
tenscly before 


Tuesday of this week and 


public stood 
its radios listening to 
Chancellor Hitler's words as they were 
broadcast from Berlin. He was vigor- 
ous, insistent on Germany's rights, but 
talked of German cooperation in ‘any 
reasonable plan tor disarmament 

Nothing else in this momentous week 
compared in significance with these 2 
statements, but there were important 
developments reflecting business reac 
tion. Stocks fluctuated on early rumors 
of war, but steadied as soon as the facts 
were known. Bonds were distinctly 
weak. Commodities were more irregu 
lar than in several weeks, though there 
were no striking losses. Domestic trade 
remained relatively steady, and unem 
ployment was generally smaller For 
eign trade universally reflected the usual 
April decline. 

Security markets were affected by di 
rect financial, as well as political, factors 
Britain is caustic in her reactions to the 
American, and later the German, refusal 
to honor the gold clause. Also, the an 
nouncement from Berlin that Germany 
could no longer handle the transfer of 
service charges on the long-term private 
debt (page +), attected giltedgeds It 
was recognized as a German maneuver 
for a more advantageous position at the 
World Economic Conference, though 
the drastic decline in foreign trade has 
made it impossible for Germany to 
maintain a favorable balance : 

Tariff Truce Effective 

The 8 nations which agreed to the 
tariff truce last week are taking the mat- 
ter seriously, though Britain has just 
concluded halt a dozen treaties which 
will cut third parties out of 
markets while they benefit the British 

A host of doubts have grown up dur- 
ing the week regarding the possibility 
of accomplishing anything at London 
next month 
doubt the wisdom of going ahead with 
the conference now. Others have sim- 
ply modified their hopes and declared 
that the conference must meet and end 
the race toward world bankruptcy 
Agreement on de facto currency stabil- 
ization, and extension of the tariff truce 


various 


Some even go so far as to 
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are almost all that can be expected, but 

their importance is not minimized 
Besides the disarmament discussions 

at Geneva, the 


d's wheat supply are trying to 


t greatest producers of 
the worl 
agree on some plan to curtail produc 
tion, raise prices. Argentina, Australia, 
and the United States are repre 


Progress so far has been en 


Canada, 
sented 


couraging 


‘ 
France 

Business activity still increasing; 
Bourse firm. French reactions to 
Roosevelt and Hitler speeches typ- 
ical of French reasoning. 

Paris (Wsreless)—The French were 


completely deceived by President Roose- 
Although 


his good intentions are lauded, and his 


velt’s disarmament speech 


appeal for moderation approved, his 
deplored since it 1s 
pointed out that peace can be assured by 
only 2 methods: (1) a reduction of 
the aggressor to absolute impotency,; or 
(2) establishment of an inviolable pact 
promising 


logic is frankly 


between nations 
mutual support in case of attack. 

Roosevelt's Anglo-Saxon chimera 
that disarmament alone is the key to 
security France's Latin 
common sense. It comes too close on 
the von Papen declaration of Germany's 
insistence on complete equality 

The best idea of the French attitude 
can be attained from a L'Intransigeant 
editorial: ‘What are we waiting for? 
What do we claim? Mon Dieu! Sim- 
ply what President Wilson formerly 
promised us: a guarantee pact; a prom- 
ise of assistance. Once more we have 
not attained them. Roosevelt, like his 
predecessors, does not want to assure our 
security. Well, then, when he talks, 
when he writes—no matter how much— 
the wind blowing from the Rhine will 
carry off his words.” 

What France Thinks 

This is the quintessence of French be- 
lief, and it means that the United States 
should either be compelled to accept 
some sort of glorified world Monroe 
Doctrine or keep herself strictly apart 
from European atftairs The present 
half-and-half methods are merely adding 
chaos to chaos, whereas any line of di- 
rect action, if simply clear and devoid 
of utopian phrases, would be able at 


powerful 


vexes cood 


least to get some results. 


While it ts yet too early 
French reaction to the Hit 
(which was re-edited 
Roosevelt's intervention and 
frain from further defian 
tional opinion regarding ¢ 
armament), again it ts felt 
is a step backwards sin 
tion of intentions Is pret 
den menaces, and muc 
disposed ot 

Business in France 
tenseness, is still pointing 
employment ts declining. Fi 
however, is still logy. TI 
regained a certain calmnc 
the recent spurt, but it is 
steady in the face of develo; 


Great Britain 


General consternation over gol 
clause default. More trade agree. 
ments. Cunard-—White Star merge; 
announcement imminent, 


LONDON (Cad/e)—Britain 
over Germany and the seri 
which has been created at 
disarmament conterence 
British markets and broug 
curity prices, but the gener 
undertone 1s still good 

New trade agreements hav 
cluded with Norway, Swe 
mark, Germany and the Arg 
it is expected that negotiations 
land and Iceland will end in 
the near future. There ts g 
faction over the results, tl 
industries complain that th 
Britain are small. Beyond 
tiations, further plans for 
pacts will be postponed unt 
tariff truce. 

“Gold Clause Fraud” 

The annoyance felt and ex; 
Britain when the United St 
doned the gold standard was 
pared with the rage which 
shown over the gold claus« 
The strength of this indignat 
gauged from the wording ot « 
paper contents bill: * The G 
Fraud——City Disgust.” Lond 
were thrown into confusion b 
nouncement. Some advis« 
to accept paper dollars, reset 
right to sue for the difterence 
‘protested” the coupons on wi 


dollars were offered, and 
tomers for further instructions 
When Germany announ 
the week that payment on 
and Dawes loans would be n 
day's currencies, public cot 
was revived. Affected bond! 
attempting to form themselves 
test bodies for common actio! 
These so-called defaults st 
the need for a return to some 


; 
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se 
ne 
pe 
th 


standard at the World Con- 
nd make resistance to this step 
Britain is admittedly the main 
but this is because the British 
unwilling to restabilize the 
terling at much above $3.50, 
e which will bring both French 
rican opposition. 
ese uncertainties were empha- 
the last 10 days when runs de- 
on the Dutch guilder and the 
franc. There is no small group 
idon bankers who believe that 
the World Conference opens on 
all countries will be off the 
standard. Even with British as- 
Paris may find it impossible to 
nd international pressure on the 

This is another reason for be- 

that London, Paris, and New 

vill agree on some de facto stabil- 

, of currencies despite all the prob- 

n the way. 

Cunard—wWhite Star 
Shipping bobbed into the limelight 
on during the week with well- 

ed rumors that White Star and 
nard are about ready to announce 
rger plans. Each is in need of the 
nort of the other, and almost in- 
spensable government aid is being 
vithheld until they come to a working 
igreement which will eliminate waste- 
competition. Final factor precipi- 
tating the move is the decision of the 
German lines to dock their ships at 
Southampton for the greater convenience 
travelers. The Bremen and the 
pa are the speed queens of the At- 
And finally, the United States 
Lines has decided to withdraw the 
Leviathan from service. This is the only 
express liner held by the Americans, so 
2 vigorous war is expected to develop 
tween the British and the Germans 
for the lion’s share of the transatlantic 
passenger traffic. 


Germany 


Securities sag on moratorium an- 


nouncement, political tension, 
petty raids on business, fears of 
the future. 


BERLIN (Cable)—If Chancellor Hitler's 
first convocation of the Reichstag at 
Potsdam in March was more spectacular, 
is NO more momentous than the 
meeting in Berlin this weck. 
to the outside world, the second 
n more significant. For the first 
nce he became Chancellor, Hitler 
1 stoutly Germany's attitude on 
nent and, to some extent, for- 

licy 
wing the warning at Geneva 
rmany would declare its stand 
markets fluctuated and sagged. 
ere other influencing factors. 
s foreign trade surplus, dwin- 
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dling during the first quarter of the 
year, became a deficit in April. Even 
before the results were publicly an- 
nounced, Dr. Schacht declared that a 
transfer moratorium on Germany's long- 
term private debts (the part of the for- 
eign debt not already covered by the 

standstill” agreement) had become a 
necessity. It had been expected, but it 
caused some reaction when creditors 
were summoned to Berlin for a conter- 
ence on May 26. 

German Capital Is Timid 

The seasonal decline in the export 
surplus, while larger than usual this 
April, was covered last year by the re- 
turn flow of German capital. The un- 
certainties of the last few months have 
pretty well dried up this repatriation of 
German funds accumulated abroad. 

The moratorium, however, is also a 
tactical move, just as the momentous 
statement on disarmament was timed 
with forethought. It is Germany's wea- 
pon against dollar depreciation. For the 
sake of debts owed abroad, Germany 
wants to keep the mark at its present 
value. But foreign trade is vital to 
German industry. A depreciated pound 
has cut into Germany's export markets. 
A depreciated dollar will be a further 
menace. 

Germany's announcement that th« 
Dawes and Young bonds will hence 
forth be serviced in legal tender, not in 
gold, added fire to British creditor re 
sentment which was roused first by 
Washington's decision not to honor the 
gold clause. 

Aside from the uncertainty resulting 
from the boiling point of foreign politi- 
cal tensions, German business has been 
seriously hampered in the last few 
wecks by continuing unauthorized in- 
terference. Though the Nazi govern- 
ment does not uphold these many petty 
raids, they have continued until they 
have become a distinct menace. 

Securities are affected by the prospect 
that there will be further compulsory 
reductions in interest rates, possibly a 
compulsory loan to finance a_ public 
works program, and apprehensions lest 
there be some official limitation of divi 
dends, especially among the utilities. 


Latin America 


Business little changed. War ten- 
sions eased. Argentina plans road 
construction, 


THE last word has not yet been spoken 
on the Anglo-Argentine tariff pact, an- 
nounced a few weeks ago (BW—May 
10’33). United States exporters are 
more and more perturbed over the pros- 
pect that their commercial bills will be 
covered more slowly and that future 
trade with this prosperous South Amer- 
ican nation will be curbed. 


{trot 
is porn, 


Meanwhile, word has come 
Buenos Aires that the country 
ahead with a program of 
building. It has been started, and th 
plan has been projected to cover nearly 
31,000 miles of new roads. Work al 
ready under way calls for an expend 
ture of about $4 millions, with new cor 
tracts likely to total another $1} mil 
lions. 

Paraguay's declaration of war against 
Bolivia has brought the troublesom« 
Chaco question before the League ot 
Nations. Both nations have finally d« 
cided to accept arbitration. 

Peru and Colombia are attempting t 
settle their differences over the boundary 
dispute in conferences now under way 
in Lima. It is expected that the matter 
will be settled without further fighting 

Mexico has granted concessions to 
new industries. Insulated wire, hercto 
fore imported, will be manufactured in 
Mexico City, and molybdenum will b 
exploited in the state of Sonora. It ts 
also reported that Nestlé will build a 
factory in Jalisco to manufacture milk 
products. 

Panama has suspended payment tem 
porarily on the 5% bonds of 1963. The 
issue was for $11 millions, and was sold 
in the New York market in 1928 


vast road 


‘ 
Far East 
hope for Sino-Japanese 
truce. China construction con- 
tinues. Russia, Japan, Manchu- 
kuo plan conference. 


Fresh 


THERE is a fresh possibility this weck 
that China and Japan will come to terms 
regarding the fighting in the northern 
part of China. Japanese troops may not 
even occupy Peiping. Whether they do 
or not, it seems possible now that some 
plan may be formulated which will con 
fine Japanese domination to the area 
north of the Great Wall. 

The Soviets may have a more im 
portant part in bringing about a truce 
than is popularly expected. It is known 
that Moscow is urging a Russo 
Japanese—Manchukuan conference, to 
be held soon in Tokyo. Boundaries, eco 
nomic spheres of influence, the Chinese 
Eastern railroad, and trade-among the 3 
countries will be considered 

Business in China has been retarded 
less than the daily news dispatches 
imply. The Peiping—Tientsin area is un 
settled, but Shanghai retail trade is ac 
tive and no major business in central 
and southern China has been stopped 
because of the invasion in the north 

Railway operations continue satisfac 
tory and much new highway construc 
tion is reported. A recent highway sur 
vey indicates a completed total of 40,000 
miles of motor roads and about 30,000 
miles still under construction. 
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The Figures of the Week 


Recovery is still evident in basic industries, with marked 


improvement in electric power. 
slower, though miscellaneous buyers are active. 
loadings are catching up on last year’s volume. 


Steel expansion is 


Car- 


Irregu- 


larities marked commodity prices. 


ENCOURAGEMENT can still be gleaned 
trom the current reports from basic in- 
dustries, with the notable exception of 
construction which wavers uncertainly 
awaiting the stimulating injection of 
federal funds. The markedly upward 
trends of a few of the leading indicators 
listed in the table below become quickly 
apparent when charted against last 
year's record (see p. 3). Stock and 
bond markets took their cue from the 
contemplated inflationary __ legislation 
under consideration in the capital, ad- 
vancing early in April above last year’s 
sageing curve 

While stcel production continues to 
strive toward the 40° of capacity line, 
lron Age throws in a note of doubt as 
to whether the sharp advances of the 
past few weeks can be sustained without 
the aid of the building and railroad in- 
dustries. Construction has at least a 
kernel of hopetulness in the projects 


being developed in Washington to ab- 
sorb the large ranks of unemployed. A 
number of jobs are already prepared, 
lacking only a signature to start the 
works. Meantime, structural awards 
sink to the smallest total of this year and 
fabricating shops in the Chicago dis- 
trict are barely alive on a 10% of capac- 
ity basis 

Railroad buying still remain a matter 
of faith rather than growing certainty. 
The recent gains in freight carried by 
the roads are, of course, gratifying, but 
further indications of improvement will 
have to before the economy 
policy of the roads can be lifted. Much 
is probably unfit for use 
after years of idleness 

Motor buying is not expanding at the 
same rapid pace that characterized pre- 
ceding weeks, though production sched- 
ules are being well maintained with the 
Manufac- 


appe ar 


equipme nt 


possible exception of Ford 


turers are closely watching 
to catch the first indication 
flection from the current stro; 
trend April sales now 
reach more than 100,000 pa 
compared with 78,741 in M 
121,093 a year ago. Em, 
Detroit on May 1 reached 
41.8 the preceding month. 1 
ago, the index stood at 47.5 
Ford Decentralizing 
All eyes are being turn 
Ford, whose first advertising « 
is commencing. Rumors ha 
reorganization looking tow 
tralization is under way in 
with Mr. Ford’s new philoso 
dustrial setup. Sale of the | 
in the Universal Credit Cor 
mercial Investment Trust for 
lions is looked upon as a det 
in that direction. 
Miscellaneous buying pr 
ther support of the stecl ind 
a few farm implement mak 
the parade. Tin plate operat 
high as 65° of capacity for t 
try as a whole, with indivi 
running at capacity. A stir 
tools is looked upon favorabl 
much dust has been sent flyi 
Prices are being marked uy 
lines such as pig iron and 
bars, and new quotations 


for wire, nails, sheets, and str 
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PRODUCTION 


Electric Power (millions K. W. H.) 


TRADE 


PRICES (Average for the Week) 


Cotton (middling, New York, lb.) 


Steel Ingot Operation (‘; of capacity) 
Building Contracts (F. W. Dodge, daily average in a thousands, 4 weeks basis) 
Bituminous Coal (daily average, 1,000 tons) 


“eee eee eeeeeeeeeeeeeeeneeeeeeneee 


Total Carloadings (daily average, 1,000 cars) 

Miscellaneous and L. C. L. Carloadings (daily average, 1,000 cars).. 
Check Payments (outside N. Y. City, millions) (').. 

Money in Circulation (daily average, millions) ve $ 


Wheat (No. 2, hard winter, Kansas City, bu.)......... $. 
$. 


$2,254 


$2,748 


Five- 
Average 


Week Ago (1928-19 


Latest Year 
Week 


*58.6 


Preceding 


157.2 58.7 


35 33 25 
$2,300 $4,679 

*802 804 746 
1,468 1,436 1,437 


87 89 89 
60 61 64 
$3,424 $3,253 


5,910 $5,972 $5,456 


72 $.71 $.52 
088 $.085 $.057 


Year 





$28.33 $28.29 $29.64 
: $.067 $.065 $.052 
100) ' 59.5 59.2 61.4 


Iron and Steel (STEEL composite, ton) 
Copper (electrolytic, f.o.b. refinery, lb.) 
All Commodities (Fisher’s Index, 1926 = 


FINANCE 

Total Federal Reserve Credit Outstanding (daily average, millions) 

Total Loans and Investments, Federal Reserve reporting member banks 
(millions) (*) 

Commercial Loans, Federal Reserve reporting member banks (millions)(*) 

Security Loans, Federal Reserve reporting member banks (millions) (*) 

Brokers’ Loans, New York Federal Reserve reporting member banks( millions) 

Stock Prices (average 100 stocks, Herald Tribune) $93.64 $91.98 $79.32 

Bond Prices (Dow, Jones, average 40 bonds) esd $81.04 $78.73 $72.25 

Interest Rates —Call Loans (daily average, renewal) rs 1% 1°; 2.8% 

Interest Rates —Prime Commercial Paper (4-6 months) 2-2! 2-23; 3-3) “7 

Business Failures (Dun and Bradstreet, number) 437 460 662 


tRevised (‘) 261 cities 


$2,311 $2,407 $1,917 
$16,993 
$5,764 
$4,408 


$438 


$16,318 
$4,689 
$3,715 
$564 


$16,288 
$4,706 
$3,698 
$512 


*Preliminary (*) 90 cities of former 101. 
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The Index 


The weekly index of gencral busi- 
ness activity, first of its kind, is 
compiled by The Business Week 
from 8 series of weekly figures 
—steel mill operations, building 
contracts, bituminous coal pro- 
ductior, electric power output, 
non-bulk carloadings, check pay- 
ments outside New York, com- 
mercial loans of reporting Fed- 
eral Reserve member banks, and 
currency in circulation. It shows 
the current level of the average 
daily physical volume of busi- 
ness as compared with the normal 
for the season and the year. Nor- 
mal, represented by 100, is what 
the current volume of general 
business activity should be if the 
usual seasonal changes and year- 
to-year growth had occurred. For 
further explanation see The Busi- 
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xrap prices, however, have met a rebuff 
in Cleveland and Pittsburgh, where 
lers are well supplied. 
April's encouraging gains in residen- 
onstruction were largely concen- 
ited in the Eastern states, though the 
Chicago, Central Northwest and Kansas 
City regions also reported gains over 
March. Even public works projects 
were better than the preceding month in 
the Eastern states, while the country as 
» whole lagged 22.59% behind March. 
New Orleans district uncovered only 
$1,500 of such contracts during April 
pared with a total of $948,900 a 
vo 
Heavy Construction Data 
indications of the direction of 
winds come from the heavy con- 
m data of Engineering News- 
Awards of the first week sank 
tle more than $8.6 millions, one of 
west totals of the year. On the 
hand, lumber production during 
rst week of May was the highest 
last fall. Cement production and 
nt during April were seasonally 
than March, but there is still room 
nsiderably greater expansion. It 
t be supplied by the government in 
onstruction program. 
ninous coal production might be 
to those indicators which now ex- 
last year’s meager volume, but 
te output reflects the recent clos- 
mines unprofitable to operate at 
ng wage scales. April produc- 
t hard coal was less than 2.9 mil- 
ns, the lowest since the strike 
f 1925 and 1926. 
production is now (May 13) 
ove 1932, with every region 
Pacific Coast higher than last 
w England leads with a mar- 
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gin of 7.7% over a year ago. Since the 
trend of domestic consumption is down- 
ward in the spring, the natural inference 
to be drawn is a distinct recovery in 
commercial utilization. During March, 
industrial demand was still declining, 
making a 15.8% spread from 1932, 
compared with 14.99% in February. 
Domestic service fell less sharply be- 
tween February and March than last 
year, leaving March consumption only 
3.2% below 1932 compared with 4.5% 
the preceding month. 

Carloadings tapered slightly for the 
week ended May 6, but since the drop 
was less than occurred between com- 
parable weeks of 1932, total freight vol- 
ume edged within 1.89% of a year-ago, 
the best showing of the year. Grain 
shipments are not only better than 1932, 
but 1931 as well 

Check Payments 

A 20% slump in check payments in 
some 261 cities outside of New York 
City was to be expected following the 
sharp rise in the preceding weck of 
May 3. The country’s chief financial 
center suffered only a 149% decline 
Cleveland revealed an _ exceptionally 
small check volume, the total of 
than $59 millions being the lowest of 
the year. 

Savings deposits in 27 selected banks 
in the Cleveland Reserve district con- 
tinue to decline, reaching the lowest 
level in April of the past 3 years. A 
similar downward trend characterized 
the early months of 1932, but in 1931 
and 1930, the trend was upward. 

Gold upon which the government 
failed to lay hands by its threat of fine 
and imprisonment is placed at over 
$658 millions, half in gold coin and 
half in gold certificates. Part of this 


less 


represents small stores exempted from 
the return order. Most of the precious 
metal removed from circulation occurred 
in March, little being turned in during 
April. 

Resumption of the customary reports 
on the siatus of weekly reporting mem 
ber banks took place this week, though 
only 90 cities are inciuded instead of th 
usual 101. Commercial loans gave no 
indication of expansion, but loans based 
upon securities were higher. Brokers 
loans exceed a year ago as the specula 
tive fever returns once more the 
stock market. 

Commodity Markets 

While non-ferrous metal markets were 
fairly steady with a good volume of 
business moving into consuming chan 
nels and copper reaching 7¢ a pound 
delivered, the tone of most other major 
products grew weaker. This was truc 
of cocoa, coffee, rubber, silk, sugar, cot 
ton, wheat, and corn. Tin reached a 
new high for the year of 37¢, then eased 
off, and partially recovered. Silver had 
speculative chills, dropping to 32}¢ a 
pound on May 15. Cattle, hogs, hides 
and wool tops continued to grow 
stronger, with numerous shoe concerns 
ready to advance prices. Soap manufac 
turers have also posted higher quota 
tions. Meanwhile, mail order houses 
are pondering the price level of their 
fall and winter catalogues, which will be 
watched with interest by retailers every 
where. 

Cotton stocks held abroad by the Cot 
ton Stabilization Corp. were offered for 
sale to complete the liquidation of this 
organization. Preliminary wheat con 
ferences are being held at Geneva to 
propose solutions for the world’s wheat 
problem. 


to 
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what would happen to th 


The Financial Markets a 


strong dollar abroad t 
prices establis|! 


“Peace on earth” brings boom in stocks, bonds, and _ preciated forcign dolla: 


*_: ‘a . . . } , 
commodities. Wall Street is worried over strength of gg Soy 
oucn a contingency wo 


dollar. Short interest is being routed. sharp recessions in prices 


commodities, something tl 


1, lecioned + ++ | srice velt m ' en | 
device designed to revent wide rice velt must have sensed w 
| s = 
Money et a gee Toe Fsongee Ae 

a fluctuations An American tund ts the country that it sho 
INTERNATIONAL professions of peace recommended to do the same thing, prosperity “to come back or 


are given as the reasons for wide gains especially since grave fears are being tive wave.” 
in stocks, sharp upturns in bonds, and _ entertained that there are explosive pos These complications 


new enthusiasm in the money market. sibilities in the present situation. Th avoided, Wall Street beli 
The President's inspiring and unusual dollar is not inherently weak. It might cqualization fund ope 

| 
appeal to establish peace along the suddenly rise to levels that would be eral Reserve banks 


economic front was the signal for re disconcerting to financial interests. Pres Resumption of 


sumption of confidence in every 1a ent weakness ts a consequence of a Federal Board of 
of commercial activity The nex ‘ roundabout way of getting American of the condition 


Hitler's pronouncement, interpreted in capital out of the country by having ex- banks in leading 


this country as “moderate,” allayed fears porters leave abroad the proceeds of available important 
aroused by the sudden calling of the their exported goods This is being been absent since last 


only 5 


+ 


Reichstag which was presumed to be the done quite generally and results in statement covers 
forerunner of a new bellicose German building up a large short interest in dol- 101 formerly, and therefor 


I 


attitude in international politics lars Sooner or later these exporters used to contrast 


Strengthening of the dollar on for- will have to bring home their foreign those prevailing before 


eign exchanges had no effect in check- balances. When they do it will give a The statement shows incr 


ing the risc in commodities. Wheat an rrific kick upward to the value of the loans and investments fro 


cotton have continued uneasily to go to doll: ing week, additions to th 


higher levels, though there have been addition to this technical short in- ances with the Federal | 


sharp recessions. Wheat intrinsically ts ter it must be remembered that the and decreases in time deposits 
I 


yng, even with rowings from the Reserve ban 





re 


in a strong position, because nature has yt] is inherently stron; 
interfered and sharply reduced the win- the country off the gold standard, and Old-timers bewail the fact 
ld ordinarily stay at par on the basis holders’ meetings are not what t 


ter wheat crop vou 
Wall Strect is urging the establish he country’s trade balance and gold to be. Time was when a st 


ment of an equalization fund through reserves. Moreover, it must be remem- meeting was always held sans 


the Federal Reserve banks and their for ered that, up to this time, nothing has ers. In those days the director 
cign correspondents to control the rate of | to inflate the currency If, a majority of shares, wo 
exchange. This has a reminiscent I f that, European investors meet as stockholders, reelect 


ness to the “mystery” fund maintained should decide to participate in the stock and issue a perfunctory report 


by the Bank of England. The British or bond market boom now developing stockholder would dare quest 


Equalization Fund was announced as a_ in the United States there is no telling stockholders’ meetings hav 








STOCKS DAY BY DAY 
Daily Price Index of 90 Stocks 
Standard Statistics Company) 


1926 = 100 
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lers really attend, and what is 
they ask questions—sometimes 
nent ones, and frequently embar- 
gones. The recent meeting of the 
kholders of the Chase National Bank 
n point. The newspapers re- 
o the questions asked by stock- 
as “heckling” and made admir- 
aarks of the patience exercised by 
ich in answering all questions 
when stockholders asked for 
m on the bond portfolio held 
Chase National Bank, Mr. Al- 
id make a pointed reference that 
ite in the day and that he wished 
1 a train. He promised to take the 
up with the directors. 


Stocks 


k market has had more than a 
crumbs of good news; in fact it 
i meal. It has jumped at the 
joyously and with a relish 

a hunger of many months. 
indices continue to swing up 

y are hitting into the line of the 
nding period of last year. Steel 
are at a new high for the 
electric power productior. has 

the 1932 line. Total carload- 
some recession for the weck, 

ith the exception of the pre- 

k, at the highest point of the 
commodity markets are 
\.T.&T. has declared its regu- 
| and, according to messages 
hington and Berlin, peace 
irth. The stock market has 
to digest the President's 
his industrial program. 

| descriptions have made im- 


portant gains under the leadership of 
A.T.&T., which jumped almost 4 points 
on the day dividends were declared. 

Of course, the upward surge of the 
market has not been smooth. Rather 
it has been a wavy one. From its low 
it has now risen more than 50%. Doubt 
assails speculators. The short interest 
still is large. But hitherto the shorts 
have had an uncomfortable time, and 
they are getting discouraged. 


Bonds 





PROTECTION 


against the loss or theft of the funds 
which salesmen and executives carry 
on their travels is assured by chang 
ng their expense money into 


AMERICAN EXPRESS 
TRAVELERS CHEQUES 


For sale at banks and Express offices 
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©219 manufacturing corpora- 
| tions in the United States paid 
| $60,000,000 in dividends on 


April 1 .... bright spots! 


®Factory Management and 


of 


Maintenance reaches 90°, 


these companies with 1265 


subscribers in 524 separate 





Like the stock and money markets, the | 
bond market has recently been domi- | 
nated in large measure by international | 
events. German bonds, which for some 
wecks had declined precipitously, recov- 
ered under the influence of Hitler's dis- 
armament speech before the Reichstag 
Other foreign bonds were firm. British 
bonds advanced slightly. United States | 
government obligations have continued | 
strong. 

The most interesting situation is the 
continued rise in utilities, industrials and 
rails. Railroad bonds, which 2 months 
ago were selling at distress prices, 
are now at the highest point of the year 
and on the whole are making more rapid 
gains than either the industrials or for- 
eign bonds. Corporation bonds have 
been active and strong, and such old 
reliables as those of Western Union 
have reached a new high for the year. 
The issues of the A.T.&T. rose in sym- 
pathy with the upward movement of 
that stock on the announcement of the 
full payment of the dividend. Indus- 
trial aes as a whole are the favorite 


group. 





plants. We'll be glad to give 


you the complete facts. 


We repeat: Factory Manage- 
ment and Maintenance reaches 
the bright spots of industry 


wherever they may be. 


FACTORY MANAGEMENT 
AND MAINTENANCE 


A McGraw-Hill 


Publication 


330 West 42nd St., New York 
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The Glass Bill 


THE Glass bill is now before the Senate, much 
improved. It has been carefully revised to 
meet the changed temper of the country, awake 
at last to the need of fundamental reforms, and 
to reconcile, so far as possible, differing points 
of view within the Administration. The bill 
gives promise, if enacted, of erecting a stronger 
system upon the ruins of the old. 

Yet it has not been made part of the Admin- 
istration’s program. The President has not in- 
dicated that he will press for its passage at this 
special session. 

Its fate, therefore, is in doubt. 
strong group in Congress which wants early en- 
actment. But it is doubtful whether the ma- 
jority will pass any measure unless it is spe- 
cifically made part of the emergency program. 

Nor is opposition dead. Bankers object to 
many things in the new bill—the separation of 
investment banking from commercial, numerous 


_— 








There is a 


new restrictions upon the conduct of their busi- 
ness—but the feature which seems to be divid- 
ing the councils of the Administration itself is 
the insurance of deposits. 

There are two arguments against insurance 


of bank deposits. The first is that no conceiv- 
able insurance fund could cope with such a 
crumbling of values of all bank assets as this 
depression has caused. That is true. Any bank- 
ing system is inescapably part of the country in 
which it exists. If the dollar valuation of the 
whole country is marked down by half, no 
banking system can escape unscathed. But this 
is not all there is to be said. Suppose another 
depression some day—how. greatly an in- 
surance fund that made good losses on a large 
proportion of bank deposits would cushion the 
impact! Another point, much of the very 
crumbling of prices was caused by the banks 
themselves selling assets and calling loans to 
scrape together cash to be ready for alarmed 
depositors. There is no telling how much bet- 
ter prices might have been sustained had they 


32 


been protected from this pressure. 
fectly reasonable to believe that, if < 
were reassured by the existence of a 
fund, there would be no bank runs. 

The other argument, one which is s 
press the President, is that deposit 
puts a premium on sloppy banking a 
izes good banking. But so long as it 
sary to preserve the convention that 
that is open is sound and well-man; 
public is considerably more likely 
unsound banking—w hich offers unu: 
ducements to attract deposits—than it 
ward strict conservatism. 

Mutual deposit insurance ought 
strengthen appreciably the system of ex 
tion and supervision. The banker wh has f fe 
no responsibility for the policies of his neig 
bors—who may, conceivably, have ho; - b 
methods would bring to grief and kill off a con 
petitor—will have a direct interest when 
involve his own insurance fund. 

The insurance fund does not come to 
banker’s rescue until surplus and capital have 
been exhausted. If fear of loss of his own j 
vestment in his bank will not restrain the rec 
less and incompetent banker, it is hard to sec 
that insurance will make him any more careless 

We agree with the Senators who say ban 
legislation should have been the first, not the 
last, legislation this session. The attitude o 
public is unmistakable. Emphatically and b: 
tally, it registered its lack of confidence in t 
old system. It is doing business with banks no 
in many important regions, only because of the 
implied promise of the government to st: und be 
hind the institutions that reopened. The situ: 
tion is not healthy. Any program for recover 
must take account of the fact that the indis 
pensable foundation of sound progress must 5: 
a solid banking system in which the people hav: 
confidence. It is a matter which admits of 1 


delay. 
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